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PREFACE 


After this example we must not confide too surely m 
long-established credit, or in firmly rooted traditions of 
business We must examine the system on which these 
great masses of money are manipulated, and assure our- 
selves that it IS safe and nght 

Walter Bagehot, Lombard Street 

Since the following pages were written 
pamphlets and articles have commenced to 
appear for the consideration of the public 
dealing with the financial situation brought 
about by the war, and the question of cur- 
rency steadily comes to the front m one 
aspect or another. 

Little, however, will be accomplished of 
permanent value unless the nation as a 
whole, as distinguished from mdividuals 
merely interested m a technical subject, 
realize the vast importance of it, and have 
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the issues placed before them in a plain 
way. 

Most writers* on finance still allow their 
minds to labour under the fic?tion of* the 
** gold standard," the consequence being that 
the light which they wish to dissemmate is 
presented through this superstitious medium. 

In times of peace and seeming prosperity 
It IS not easy to get people to revise their 
thinking At the present time, however, 

when h severe blow has been dealt at pre- 

0 

conceived ideas, and many of them will have 
to be abandoned and new ones accepted in 
their place, the case should be different. 

At the moment public attention is focussed 
on the seat of war; but the time must in- 
evitably come when the present economic 
and financial situation will have to be faced 
in all seriousness, and it is revealmg no 
secret to say that when it does arrive, the 
issues are so stupendous that it will be im- 
possible to adjust them by having reference 
to old methods or doctrines which have 
served their time, but which most assuredly 
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will not cope with the reorganization that 
must take place. 

In the meantime it is absolutely incum- 
bent on all those who are acquainted with 
commercial finance to look mto the theones 
which underhe their everyday transactions, 
and jettison those which do not ring true on 
the anvil of expenence. 

That Great Bntain can still lead the way 
m national and mtemational commerce is 
undoubted, but not by old methods or old 
doctrines. To find the way out of present 
difficulties \ve must be prepared' to thmk, and 
again to think, and eventually to revise our 
thinking. Neither Conservative mstincts, 
Liberal traditions, nor Socialist doctnnes 
must be allowed to stand in the way at this 
supreme moment of our national existence. 

The intention of this worki is to show 
that the money system upon which 
our whole national life is based— -viz. the 
gold standard— -has for years past been 
undermined by paper money (i e. by 
means of the cheque system) ; it has. 
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in fact, already been virtually destroyed 
This process has opened the way to altera- 
tions in the commercial, agricultural, and 
social relations of the national life that are 
fraught with untold possibilities for the 
welfare of every class of the community, and 
eventually for the benefit of the world at 
large. 

The distressing thmg is that it needed a 
European calamity of the present dimensions 
to make the nation face the actual facts m 
a practical way, and the awakening com- 
menced on August 4, 1914, when, with the 
banks closed for three days, national bank- 
ruptcy stared us in the face 

Though the crisis is held up for the 
moment it is by no means over, and think- 
ing mmds are beginnmg to see that paper 
money has come to stay. 

It only now remams to ensure that this 
form of currency shall be based on right 
principles, and I have tried to show what 
these principles are, and how they should be 
applied They differ in every respect from 
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those which have governed previous attempts 
to issue paper money. 

For the bulk of my thesis I have drawn 
largely on the economic works of the late 
Cecil Balfour Phipson, and I feel convinced 
that if once the “ natural economics ” of 
which he was the exponent could receive 
the attention they deserve, there can be but 
little doubt that it would not be long before 
a silent revolution commenced which would 
establish our country on a firm soaal 
and economic basis, productive of content- 
ment at home, and of such international 
peace and goodwill as to-day seems beyond 
the bounds of hope. 

My warmest thanks aie due to my fnend 
Mark B F. Major, Esq , who has added to 
his many kindnesses to me that of laboriously 
cnticizing and correcting this small work 
before its final appearance. Mr. Major’s 
knowledge of the subject is vast, and his 
patience and skill m debate, coupled with 
his no less delightful courtesy, never fails 
to win his opponent’s envy. 
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I also take this opportunity of expressing 
my obligations to my friend T. G. Harper, 
Esq, M.A., for his valuable lectures on 
Economics, much of which he will, no doubt, 
find reflected in the following pages 

‘ E. w E. 

Waddon, Surrey, 

October 19 , 1915 . 
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CHAPTER I 

THE FINANCIAL CRISIS OF 1914 

Amongst the many things for which the 
war will be famous, few will stand out 
so prommently as the way, in which the 
Gkivemment adopted, and the nation adapted 
Itself to, measures for the public safety 
and convenience which, in normal times, 
would have been the signal for the outbreak 
of violent party controversy and ebullition 
of party feeling. Every mch of ground 
would have been as stubbornly contested as 
the military actions which have been fought 
by the British on the Continent during 
1914-15. 

The temporary nationalization of the rail- 
ways, the proposals for afforestation, the 
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commeraal system was laid bare. War 
forced us to face the fact that we were 
unable to contmue our business owing to 
the msufficiency of a gold currency. In 
the national emergency it was necessary to 
husband the resen^e of gold m order to pay 
for our trade abroad and other items of 
prime necessity ; for having declared to the 
world that we would pay gold for our com- 
mitments whenever demanded of us, and 
having never yet failed to meet this engage- 
ment, It was of supreme importance that, 
though there was war at our doors, we 
should not fail to continue to do so if it 
were required of us. The Englishman’s 
word is his bondl 

But, it may be objected, if there was an 
insufficient supply of gold, there was ample 
ability to draw cheques, as there were sub- 
stantial balances in the banks to the credit 
of the public. 

That is true, but what did the owners 
of those accounts discover when the British 
ultunatum expired? That the banks were 
shut, and no conaseness of language could 
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convey m fewer words the practical mean- 
ing! of that—Z/f^ swbstantial balances were 
unobtainable until such time as it pleased 
the banks to reopen their doors, and even 
then only lo per cent, of the balances were 
obtainable m gold 

But, It may agam be urged^ why did the 
banks dose their doors? The answer is 
that they knew that in such a time as war 
the public would wish to obtam in gold 
the amount of those balances standing to 
their credit in the books of the bank, and 
the directors were aware that they had not 
sufficient gold wherewith to meet a demand 
of any dimensions and seriousness should it 
arise. As a matter of fact there was a 
mild “ run ” on the Bank of England, which 
was only checked by the ability of that 
Bank to satisfy the demand as it arose, thus 
helpmg to restore public confidence. 

Roughly speakmg, bankers throughout the 
country at the best of times have not even 
8 per cent of gold' available to tnfeet such 
demand as there may be for it. That is 
to say, for every £ioo shown to the credit 
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of any individual at any particular bank 
only £8 could be obtained m gold if every 
one asked for gold at once. What, then, 
of the other £92 Where is that, and' 
what IS iti* It exists only in the promise 
of the banker to pay — a promise which, in 
the circumstances, he could not fulfil if all 
asked to have their balances turned mto 
gold. For a banker carries on his busmess 
on the unspoken and unwritten understand- 
ing that the community as a whole will not 
demand gold of him, but if circumstances 
arise which override this understanding, 
both his position and that of every one 
else in the community becomes precarious. 

Hence, on the declaration of war, bank- 
ruptcy stared us m the face in a very real 
way if means could not be found imme- 
diately to supplement the existing currency 
and raise the 8 per cent, possibility to pay 
to a higher level. 

Gold could not be obtamed at a moment’s 
notice. It has to be dug from the bowels 
of the earth, refined, shipped, coined, all of 
which takes time. But the Government had 
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to act immediately. Therefore it was 
necessary to resort to som'ething which 
was immediately available — ^viz. paper — and 
this was impressed and invested with the 
digmty and function of gold. Up to 
October 7, 1915, no less than £73,076,887 
of this paper currency m £i and los. 
Treasury notes had been issued.* 

It was said, “ The banks are issuing paper 
currency”; and as this sounded sufficiently 
ponderous and sonorous, the situation was 
accepted, ^^ffien our cheques were again 
presented at the banks, the little bits of 
paper were taken in exchange, and were 
found to liquidate liabilities which were 
awaiting settlement, such as a midday lunch 
or a Ritz Hotel dmner, housekeepmg bills 
and similar debts. When through use the 
novelty had disappeared any one may 
have been excused the exclamation, “ How 
simple 1 " 

But what about our boasted gold currency ? 

The law is that debts are only legally 

* Against which the actual gold coin and bullion held 
on that day was ;^ 28 , 500,000 
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discharged in gold. But the curious' thing 
IS that whilst it makes the enactment it 
' does not provide sufficient gold wherewith 
to carry out that which it legally demands. 
And the chances are that, even if the 
Government wanted to, it would be unable 
to force payment in gold, for there prob- 
ably does not exist m the world a sufficiency 
of the precious metal to effect the ex- 
changes necessary Thus the fact emerges 
that the law requires that which is im- 
possible. 

How, then, do business affairs get settled? 
The prerogative of issuing currency belongs 
solely to the King through the Government. 
But It has already been shown that the 
amount of legal currency which is issued 
IS far short of what is required, nor could 
a sufficiency be issued. From this fact it 
has ansen that bankers have, m effect, 
usurped the prerogative of the Kmg by 
issumg a currency which they call “ credit,” 
whose symbol is not gold but a cheque, 
which is paper, and m order to see the 
difference between gold currency and the 
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cheque (paper) currency it is only neces- 
sary to compare the Bank of England s 
statement for any given week with the 
corresponding return of the London Bankers 
Clearmg House, and this will at once show 
how msignificant is the base of gold and 
how vast is the’ superstructure of paper. 

Now, do not let it be supposed that when 
a cheque is received in discharge of a 
liability payment is made in the King’s 
currency — ^legal tender. Probably less than 
3 per cent, m amount of all payments are 
made in gold ; the remammg 97 per cent., 
m normal times, is accepted without hesi- 
tation by creditors in paper currency, chiefly 
in the form of cheques. These cheques are 
nothmg more than a paper order on a 
banker, instructmg him to transfer his 
promise to pay to some one else. 

Hence it is obvious that the bulk of 
everyday transactions are conducted in a 
paper currency whidi is not backed by 
gold, m spite of the theory that it is, and 
there is no escape from the conclusion that 
the bulk of transactions are really based 
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upon the stability of our national institutions, 
the good faith of bankers, and the collective 
determination to do without gold.* 

At times, such as at present, when events 
force facts to be faced, the true monetary 
position is revealed, and what might pass 
for sound finance in peace becomes suddenly 
dangerous m a financial crisis. 

Existing gold currency is msufficient in 
times of strain. Indeed, m the present 
mstance, it had to be supported by issumg 
a different class of currency in the shape 
of £i and los paper notes What really 
counted, then, and what formed the real 
support was faith m national institutions and 
national integrity, and that is all that is 
required m this country 

The issue of currency, then, whether it 
be gold or paper, is the prerogative of the 
Kmg through the Government. The object 
of currency, whether it be gold or paper, is 
to facilitate exchanges. The more ex- 
changes there are which require to be made 

' Credit means that a certain confidence is given, and 
a certain trust reposed (W Sagehot’s "Lombard Street”) 
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the larger the currency necessary. Gold is 
a restricted article and valuable in itself. 
If exchanges increase, currency, either gold 
or paper, should increase in order to keep 
prices uniform. If it does not mcrease 
with the demand for it, its purchasmg power 
nses and pi ices fall If it does mcrease 
beyond the demand for it, its purchasing 
power decreases and prices rise. 

But as a matter of justice it should neither 
relatively increase nor decrease, but should 
always be capable of being accurately 
adjusted to the exchanges which have to 
be made. Owmg to its restricted nature, 
gold cannot be so adjusted to the exchanges, 
and if the purchasing power increases debtors 
are m effect robbed, as they have to give 
more labour, or labour pioducts, to obtain 
the money with which to pay the debt, 
while if It decreases it is the creditors who 
suffer, as the money owmg to them will not 
go so far in makmg purchases. 

It is only necessary to consider the posi- 
tion of annuitants — old-age pensioners, for 
example — ^whose fixed income does not 
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purchase now (1915) as mhch as it did 
even a year ago, and still less than, say, 
three years ago.* Some part of the recent 
depreciation is, no doubt, due to the war 
conditions , but before the war the general 
rise m prices which had been going on for 
some years had depreciated the purchasing 
power of a sovereign to sixteen shillmgs. 

Gold, then, fails as a true medium of 
exchange. It cannot fulfil its function, for 
there is not enough of it, and this fact, 
taken in conjunction with the necessarily 
unregulated condition of the credit currency 
which exists, is the secret of many of our 
commercial troubles and difficulties (to say 
nothmg of the social ones) which neither 
the State nor the banks have hitherto tried 
to remove. - * 

It will be the object of the following 
chapters to point these out and the way in 
which they should be remedied. 

* See pp 42-5. 



CHAPTER II 


PHANTOM MONEY 

In the last chapter the conclusion was hinted 
at that for all practical purposes the present 
narrow margin of gold which is supposed 
to support our enormous credit transactions 
could be dispensed with, seemg that the 
actual currency m use is based upon faith 
in the stability of our national mstitutions 
and the mtegrity of bankers — not upon gold. 

To the average person the suggestion to 
eliminate gold may seem of so startling a 
nature as to be outside the range of prac- 
tical finance, and this chiefly on account of 
the fact that there is supposed to be some- 
thing indispensable m gold without which 
no business could be transacted. This illu- 
sion, for it is nothmg less, is somewhat 
analogous to that which exists m the mmds 

89 
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of some people regarding the stamp on a 
document They think it is the stamp 
which clothes it with force and authority, 
forgetting that the legal character of the 
document is always mherent in it, the 
absence of the stamp merely prohibitmg 
the legal effect being put into action as a 
penalty for its absence on the document for 
revenue purposes 

It is worth while mquiring mto this a 
little more closely, and the followmg para- 
graph, which appeared m the Evening News 
of October 7, 1914, is instructive in this 
respect — 

Egyptian bonds and notes — ^London mil soon, appar- 
ently, be asked to subscribe for ;^5,ooo,ooo of Egyptian 
Government Treasury Bonds carrying the guarantee of the 
Bntish Government This issue is part of an interesting 
experiment The National Bank of Egypt is to make an 
emergency issue of notes which will be backed by part of 
the proceeds of the bond issue These notes are intended 
to be used for currency for cotton crop purposes in place 
of the gold that usually goes out of the Bank of England 
every autumn for that purpose 

It will be noted that the great object to 
be attained was to save the flow of gold 



PHANTOM MONET 


31 


which usually leaves London at that particu- 
lar time of the year in order to finance the 
Egyptian cotton crop As it was desired 
to keep as much gold here as possible, the 
" mterestmg experiment ” was to be made 
of making a paper currency do the work 
of gold To this end the National Bank of 
Egypt was to make an emergency issue of 
notes which were to be “ backed ” by part 
of the proceeds of a Treasury Bond issue. 
Consider how this bond issue was subscribed 
for Individuals presented their cheques at 
the issuing bank for whatever number of 
bonds they desired to take up, each cheque 
being only fractionally representative of 
gold Thus the bank which issued the 
bonds had against them a collection of 
paper cheques, and it is these bonds which 
were to “ back ” the currency notes— i e. 
paper will back paper. 

But note once more that the Treasury 
bonds “ carry the guarantee of the British 
Government,” and this, of course, is m reality 
the actual ” backing ” of the notes, and bears 
out exactly the contention already advanced. 
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viz that reliance is really placed upon the 
stability of the national Government and 
institutions. 

As illustrative again of the view that our 
credit rests upon the particular base already 
indicated and not upon gold^ consider what 
really took place in the flotation of the 
Government’s first War Loan m November 
1914. 

It would be no exaggeration of language 
to say that after reading Mr Lloyd George’s 
speech of November 16, 1914, patriotic 
persons rose from their chairs with the just 
and proud consciousness that something 
really great had been done. The chance 
had come at last for that great army to 
take the field which, either from age, sex, 
or other disability, could not line the 
trenches in Flanders in person, but who, 
from their financial armoury, were capable 
of bringmg such a fusillade to bear on the 
enemy as to constitute them as effective a 
fighting corps as their fellows already in the 
field 

Mr Lloyd George is a past-master in the 



PHANTOM MONET 


33 


art of coining 'the right phrase for the right 
moment, and his appropriation of “gold 
and silver bullets *’ will rank amongst his 
many successes m this direction. But for 
all that, in spite of its picturesqueness, it 
is not true, for it is safe to say that 
of the £350,000,000 which stood to the 
credit of the Government in the books of 
the Bank of England only the minutest 
fraction of that vast amount is either gold 
or silver. 

As patriotic persons, we are justly proud 
that the Government’s financial effort was 
attended with such success , but before we 
give way to unquahfied feelmgs of self- 
satisfaction, It is worth pausing a moment 
to consider exactly what happened. 

The Government wanted money wherewith 
to carry on the war, and they applied to 
the people of England for a loan of 
£350,000,000— that is to say, for three 
hundred and fifty million pounds sterlmg, 
for that is what the figures with the sign 
£ before them signifies. 

Have they got them? No. What they 

3 
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have got is an aggregation of figures written 
on pieces of paper called cheques, which, 
when added up, amount to 350,000,000, 
but not to* £350,000,000. 

The loan, for 'the greater part, having 
been subscribed for by cheque, consists 
really of paper money , and the best proof 
of this assertion is that if the Government 
had set out to do what they meant to do, 
VIZ. to raise £350,000,000 of money by 
way of loan, and had asked for it in money, 
they would never have succeeded in obtain- 
ing It, for such a sum in gold could not be 
found within the British Empire. 

What, then, has been done? The most 
that can be said is that sundry and various 
bankers have promised to pay sundry 
and various individuals the sum of 
£350,000,000, and these people, by means 
of cheques, have transferred this promise to 
the Government in payment of their sub- 
scriptions to the War Loan. But the bankers 
could never carry out their promise to pay 
these people the sum mentioned, yet they 
can transfer it to the Goivernment, who 
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readily and eagerly accept it, and announce 
the successful flotation of the loan. But 
they have never received the money, and 
never could. 

The curiosity of the situation deepens 
when we consider the next point. It was 
announced that the Bank of England (on 
the security of the Government) will be pre- 
pared to advance agamst the War Loan 
bonds 95 per cent, of their face value 
against the deposit of sudi bonds. 

What a complexity • First there is bor- 
rowed 350,000,000 phantom pounds which 
do not m reahty exist, and by the deposit 
of the piece of paper which is supposed to 
evidence the existence of this non-existent 
money, the Bank of England, on the security 
of the Government, will re-lend to the 
holders 95 per cent of the amount men- 
tioned on it 

What is the meanmg of it all, and what 
are we persuading ourselves that we are 
really doing? 

It IS said, of course, that behind it all 
IS gold But that is a pure fallacy. A 
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moment's reflection reveals the fact that 
there is not £350,000,000 of gold behind 
the War Loan. It is not as though the 
bonds had been boiUght from the Govern- 
ment as postal orders are where money is 
deposited and paper received The bonds 
have been issued against rows of figures, 
the power of which exist only so long as we 
have an unquestionmg belief in the stability 
of our national mstitutions, and when that 
fails the paper and the figures are 
inoperative. 

As was shown m the first chapter, a 
sharp lesson was administered on the 
declaration of war. Up to that pomt the 
fiction of the gold behmd the paper was 
conventionally believed, but in the early days 
of August when the endeavour was made 
to get that gold the banks werei closed ! 
They were unable to fulfil the contract which 
subsists between banker and client to pay 
gold on demand, and they had temporarily 
to suspend operations. The gold for which 
the demand had set m was never found, but 
m its place paper was served out, which 
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the hanks had either to bay from the 
Government or receive from them by way 
of loan on which interest was charged So 
far from the all-powerful gold bemg able 
to do Its work and sustam us, it absolutely 
broke down, and had itself to be supple- 
mented by a paper currency. Its strength 
was but that of a reed, which gave way 
before the first onset of the blast. That 
which really supported us was the belief m 
the stability of our national mstitutions— that 
and nothing else— -and directly that belief 
fails the shutters of the banks will agam 
have to be put up. 

It IS not here contended .that this belief 
is not sufficient. The whole point contended 
for is that it is all that is sufficient, for if 
at least 97 per cent of our everyday 
financial transactions are earned on m this 
belief, the insignificant margm of gold about 
which we worry so much, and which gives 
such anxiety to Sir Edward Holden, could 
be dispensed with, and a paper currency 
consistmg of actual money, and mot phan- 
tom money (as is the case with the credit 
system), could be adopted. 
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Before leaving this aspect of the subject, 
the reader is asked' to direct his attention 
to the half-yearly bank accounts which were 
issued by the Joint Stock Banks m the early 
weeks of the year. Take that of the London 
City and Midland as typical. In the balance- 
sheet of that bank Sir Edward Holden 
carried out his previously expressed threat 
that he would disclose the amount of gold 
his bank held, as distmgmshed from that 
deposited by it at the Bank of England. 
He revealed the fact that the London City 
and Midland Bank had actually available in 
gold com m their bank £8,000,000, and 
at the Bank of England £25,196,458 (or 
together £33,196,458) wherewith to repay 
the £125,000,000 due to current and 
deposit accounts shown on the other side 
of the balance-sheet 1 It is not suggested 
that this is not sound, but the reader should 
ask . On what do the customers rely 
for repayment of the £92-93,000,000? 
On gold? 

Erom what has been already said it will 
be apparent that the reply to the last ques- 
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tion IS No, and the reply to the former 
will gradually appear as the argument 
develops 

The fact is that in consequence of this 
obsession regardmg gold, and the fact that 
the nation has tied its currency to a commo- 
dity, we have gone entirely astray m our 
bankmg and commeraal systems, and the 
events on the outbreak of war must surely 
show the community the very drastic altera- 
tions that are needed if we are to place 
them on a sound footmg. 

The whole object of this book is not 
merely to advance destructive criticism 
against the present order of things, but, 
after indicatmg where the weakness hes, to 
show the hues along which the complete 
reconstruction must take place. , 



CHAPTER III 

THE FUNCTIONS OF CURRENCY 

If the errors of the past are to be under- 
stood — ^and It IS only by understanding them 
that a sound reconstruction can be followed 
— It is necessary to obtam a dear concep- 
tion as to what is the value of, or necessity 
for, a sovereign. The deductions drawn 
from the statements which follow also 
necessitate the answer to this question 
bemg fully understood. Much that is 
elementary will have to be said, but it 
must be said for the purpose of developing 
the position completely. 

The function of a currency is to facilitate 
exchanges of one commodity, or service, for 
another. Without its use there is left only 
the cumbersome method of barter. Barter 
is the first stage in effectmg exchanges, and 

40 
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was adopted when primitive mtelligence had 
not been sufficiently developed to appreciate 
the assistance which a currency gives. 

The method of barter is to exchange goods 
for goods ; but any small advance in civi- 
lization quickly demonstrates that this is 
an almost impossible procedure where ex- 
changes multiply in consequence of in- 
creasing industrial activity. Resort is then 
had to the simple expediency of a currency, 
m which the values of all thmgs desirous 
of bemg exchanged are expressed. 

Various commodities have served the 
purpose, and when the contrivance first 
came into use it might have been of no 
real consequence what was selected for the 
purpose, so long as it was something capable 
of umformity, of convenience of carriage, 
and of suffiaent extent in quantity to pro- 
vide for the needs of increasmg exchanges. 
But as civilization advances, exchanges in- 
crease, and mutual trust and interdependence 
develop, the question of what this medium 
should consist becomes a very much more 
important one, and the qualities just men- 
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tioned must find their reflection m the 
currency adopted. 

There are reasons, and may be very good 
ones, why gold was adopted, and which 
served their purpose at one period. There 
are still more weighty reasons why it should 
now be discarded. < 

But whatever the substance selected may 
be, there is only one prime necessity it must 
be capable of satisfying. It should at all 
times, and under all circumstances, correctly 
measure the value of thmgs which require 
exchangmg Their value should not appre- 
ciate or depreciate m consequence of the 
abundance or scarcity of the currency or the 
material composing it. That is to say, the 
medium of exchange must not be a restricted 
article or valuable in itself as a commodity. 
If It possesses either of these properties, it 
has an mherent disability, for if from any 
cause It becomes restricted when the demand 
for exchanges is mcreasmg, its value (or 
more correctly, its purchasmg power) must 

* This point will be further discussed in Chapters VIII. 
and IX, 
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rise. If, on the other hand, it becomes too 
abundant, its purchasing power will fall. 

There should be some automatic mdica- 
tion as between the medium of exchange 
and the things to be exchanged, to reveal 
when the medium is in excess or other- 
wise, so that the supply may be diminished 
or increased, thus mamtammg the relative 
mtermediate values unaltered on the average. 

In our present currency arrangements 
there is nothing which m any way regulates 
the issue of currency. So far as coin is 
concerned, it is open to any one possessmg 
gold bullion to take it to the Mmt and 
demand its conversion mto com. So that, 
as It depends upon mdividuals, there is no 
conscious regulation operating. 

Does any regulation, then, exist of the 
issue of credit currency (cheques) Broadly 
speakmg, none at all which has any relation 
to the needs of exchanges. 

A banker manufactures credit currency 
with one eye on his customer and the other 
on the gold imports. If the latter be large, 
he is very accommodating to the former, 
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and “money is cheap." If, on the other 
hand, the gold returns are low, he draws 
in his credits, and money is “ tight ’’ or 
“dear.” He can flood the market, or he 
can put an embargo on it; and he adopts 
either, not for the accommodation of ex- 
changes but for his own profit and safety. 

Hence it comes about that prior to the 
war the purchasing power of a sovereign 
(gold) was only about i6s. Why is this? 
Because (again speakmg broadly) the im- 
portations of gold had been large, and this 
had given bankers the concurrent ability to 
bring too much credit currency mto exist- 
ence. That is to say, currency, was cheap, 
so that Its purchasing power was low, which 
implied high prices. 

If, under our present system^ there were 
any conscious regulation of the issue of 
currency in accordance with the demand 
for exchanges, we ought not to have been 
in the situation which had developed — ^viz. 
that the sovereign had becom'e the symbol 
of a falsity. Professmg to do the work of 
2os., it was doing only that of i6s, and 
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since the war it probably has been doing 
no more than 14s. Some subtle form of 
robbery m consequence goes on, which 
comes home more closely when the circum- 
stances are applied to the payment of 
labour. 

Employers contract with a man to pay 
him 30s. per week for his labour services, 
and consider their part of the bargain 
satisfied when they have handed him 
sovereigns. But the present purchasing 
power of these corns is about 21s. In ful- 
filment of the contract, and in justice to 
the man, he ought not to suffer this de- 
preciation. Unmtentionally, the man has 
been robbed of 9s. m consequence of the 
unregulated condition of our currency. And 
this is exactly where the shoe is pmchmg 
so hard to-day. This is the seed which is 
producing so abundant a crop of labour 
troubles and unrest. But m'ore of this here- 
after , it IS only necessary now to point out 
the fruitful cause of the trouble. 

The question will be asked: Is there 
any means by whiclx a currency could 
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be automatically regulated, so that it shall 
neither be below nor in excess of the require- 
ments of exchanges? 

The design of this book is to show bow 
this can be done, and why it should be 
done; but before passmg to a discussion 
of the natural economics on which the 
theories rest the reader is asked to review 
the pomts already advanced. 

These are — 

1. The fact of exchanges. 

2. The primitive method of effecting 
these by barter, and its failure when 
exchanges become extensive. 

3. The necessity of a currency, to facili- 
tate exchanges. 

4. Currency is nothmg more than a 
medium of exchange. 

5 In order to keep prices steady the 
currency must not be a restricted article 
or valuable m itself, as with the mcreasing 
desire to make exchanges, it should at 
all times be capable of being readily m- 
creased so as to be sufficient for the work 
demanded of it. 
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6 . 0-wing to the restricted and valuable 
nature of gold, it is unable to fulfil these 
conditions, and this is evidenced by 
the supplementary currency created by 
bankers m the form of credit, the symbol 
of which IS a cheque. 

7. That no conscious regulation of the 
currency is at present in operation m 
relation to exchanges. 

8. In consequence, owing to the ex- 
cessive currency in circulation, the pur- 
chasmg power of gold has fallen— i.e. 
pnces have risen — showmg itself in the 
practical form that a sovereign before the 
war would only buy i6s. worth of goods 
or less. 




NATUEAL ECONOMICS 




CHAPTER IV 
THE FOOD BASIS 

How, do exchanges arise? To answer this 
question resort must be had to things 
elementary from the dawn of civilization. 

The prime necessity of man is food. 
Whether he be classified by zoologists as 
Pithecanthropus Alaius or as Homo sapiens^ 
whether he be barbaric or civilized, he is 
faced with a necessity which knows no com- 
promise, which he cannot shake off. He 
must have food. 

At first he is the wild man of the woods, 

tearing down fruit from trees, or with his 

savage strength digging up the edible roots 

of the pnmeval forest. For this purpose his 

senses are sharpened to the highest degree. 

The necessity of food relentlessly drives him 

on, gives him no rest. 

a 
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Next, m his tribal capacity a step farther 
IS gained. He is the huiitsimaTi and husband- 
man. His powers become organized, but 
his education still proceeds along lines 
chiefly m one direction — ^the acquisition 
of food. Whilst huntmg opens a way for 
him to acquire this prime necessity by the 
chase, he learns m another direction how to 
husband the powers and resources of Nature 
by the sowmg and collection of crops. The 
art of husbandry delivers him from the 
precarious hand-to-mouth existence of the 
savage. He learns not only how to grow 
food, but how to store it. Indeed, m the 
end he does not follow the chase for food, 
but only for sport and pleasure. It is 
whilst acquiring these arts that he discovers 
a secret of Nature which revolutionizes every 
idea that has gone before ; and it is, 
perhaps, not too much to say that the 
application of this discovery is the first 
definite step out of savagery towards civi- 
lization. 

He finds that Nature is not merely 
bountiful but prodigal in her liberality 
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towards his efforts to understand her. In 
return for the single seed he had planted 
and cared for she gives him eventually a 
hundredfold. Such lavish rewards surpass 
his wildest dreams. In the brief moment 
when his strugglmg intelligence grasps this 
fact his primeval insecurity has gone. The 
tenure of his existence, so far as his food 
supply is concerned, is now absolutely 
secure. His weary steps no longer traverse 
the forest track in search of more fruits, 
nor does he struggle with the thick under- 
growth of roots. He cultivates the earth 
outside the door of his rough hut, and by 
wooing Nature instead of handlmg her with 
violence finds that it is possible to accumu- 
late his food within easy reach of his 
habitation. 

The relief thus granted from' the relent- 
less quest for food affords him’ brief oppor- 
tunities to fashion for himself — in however 
rude or rough a maimer — those primitive 
articles which give to him the first taste of 
the comforts of life. The bark of a tree 
may have suggested the matenal for the 
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first shoe, to be improved upon later by the 
adoption of the skins of animals killed in 
the chase. Rough utensils were made from 
the growing calabashes which abounded in 
profusion m the forest. The plaiting of 
grasses may have been the first covermg 
for his body, to be presently superseded by 
animal skms, cut and fashioned accordmg 
to his fancy. But all these things he had 
to do for himself m the hours not occupied 
in mamtammg that arable plot of ground 
where his life’s capital was bemg produced. 
However comfortable the primitive articles 
which he fashioned made him, they were 
always of secondary importance to the 
growing of his food. At a pmch he could 
do without comforts, but under no con- 
sideration could he do without nourishment. 
Food, food, food was the persistent call, 
demanding the first claim upon his atten- 
tions and efforts. When that was satisfied 
he could, if he wished, turn his mmd 
m other directions, but not till then. 

Rude and misshapen as the first coxn|orts 
of life he made must have been, it was 
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food security which gave him' the oppor- 
tumty to adopt them'. 

But the delight of Nature — the bounteous 
mother — is to display to those who will 
respond to her call the potential wealth 
which lies in her ample bosom, and to 
lavish her rewards on those who prove 
themselves worthy of her confidence. 

Having found that he had discovered her 
secret, she proceeded to “ draw him out,” 
and by many an artful suggestion showed 
him that not only could he grow his own 
food, but that by doing so, and with the 
help of her bounty, he could procure a 
surplus over and above what he wanted for 
his personal use. 

At first his primitive dullness did not 
appreciate her meanmg. His land, he 
observed, brought forth sufficient for his 
needs, his wants were amply and easily 
satisfied from' its fruitfulness, and any 
surplus not required was left to rot and 
perish. But it is not for long Nature did 
not mtend that this child of her fancy 
should miss the lead she wanted to give 
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him to place him m advance of all others 
of her creations — ^he the man, the latest and 
most favoured product of the cosmic forces. 

This sarpltis of food, what was he to do 
with it^ Obviously, it was of no use to 
him merely as a surplus, for in that form 
It would only spoil and perish, and there 
would be no necessity for him to accumu- 
late It merely for the sake of so doing, 
seeing that Nature was always ready to give 
him sufficient for his own needs and did 
not require that he should store up a 
surplus for that purpose. Unless, there- 
fore, he could put this additional power to 
produce into action it would avail him 
nothing; he would be destmed to remain 
on the ladder of progress just where he 
was — viz. a producer of food for his own 
immediate wants and nothing else, and 
further development would be impossible 
to him'. 

But he heard the mystic suggestion. Not 
as a passing whim' or without settled 
purpose was the indication given to him' 
of the potentiality which lay m that surplus 
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if only he could cast about and put it into 
action. 

Without knowing it, he is now approach- 
ing the outer gates of the confines of 
civilization. If he do but direct this power 
which he dimly discerns into the right 
channel, he will at once pass over the line 
which separates barbarism from civilization. 
A new development of life will lie before 
him, far exceedmg m its possibilities any 
which his primitive mind could possibly 
have imagined, if only he will do the right 
thing. 

Gradually, little by little, by stages, some- 
times rapid, at other times more slow, man 
felt after and eventually entered into that 
enormous field of latent possibilities which 
was wrapped up in that surplus of food 
which his energies were capable of winning 
from Nature. The magnitude of the results 
obtamed can only be grasped by com- 
parison ; and to appreciate them’ the primi- 
tive footgear must be compared with the 
glac6 kid shoe built according to the latest 
Leicester model, the grass apron with the 
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Worth gown, the hollowed-out tree with the 
modem trans-Atlantic leviathan. 

The difference is the result of the creation 
and application of that surplus food. How 
the first glimmerings of the vision dawned 
on the primitive mmd can now pnly be a 
matter of mterestmg conjecture or fanciful 
speculation, but m some way the conclu- 
sion must have been reached by him that 
there were those of the tribe who had less 
aptitude for husbandry and a greater one 
for makmg the primitive articles of 
comfort other than food, and that if time 
could be continuously devoted to their pro- 
duction, skill would' develop and' these 
things would be made more expeditiously 
and with greater efficiency for the benefit 
of all. But time had to be found. Nature 
was inexorable m demandmg that the 
working hours should first be devoted to 
the production of the essential food, and 
the only way to find the time was to create 
what has since proved to be the greatest 
factor in avilization — viz. division of 
labour. The incipient manufacturer was 
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induced to give up his food-producing and 
devote his time entirely to manufacturing, 
durmg which time he was kept alive with 
the surplus food of the man on the land. 

The transition of the simple life of man 
m its early agricultural and pastoral form 
to the complex existence as we have it to- 
day would have been impossible, had he 
been content merely to produce sufficient 
food for his own wants. It was his 
capability to grasp the latent power which 
was stored in the surplus production, and 
the use to which he put it, which changed 
the entire direction of life and for ever 
separated him from the rest of creation. 
This power gave the thrust which set the 
wheels of the manufacturmg machme 
movmg, and made the first great sub- 
division of human labour possible — viz. the 
separation of food-producers from other 
workers. Civilization lies four-square on 
this bed-rock fact. Industries could not 
arise nor become an integral part of civil- 
ized life until the primitive food-producer 
realized that by means of his surplus food 
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eventually to be arrived at as to how 
many measures of food should be given 
for so many canoes or robes. At first 
this, no doubt, was effected in a rough- 
and-ready fashion, but eventually and 
gradually it yielded to an organized idea, 
and the great economic Law of Value 
arose. 

With considerable certainty the con- 
jecture can be hazarded as to the Imes 
along which this law was evolved. In 
the first place, the food-producer, m 
order to acquire the surplus of food 
wherewith to support the manufacturer 
whilst he was devotmg himself entirely 
to makmg the comforts of life, had to 
work at least twice as hard as if he 
were only producmg food for himteelf ; 
for he had to cultivate not only suffi- 
cient for himself, but he had also to 
acquire that surplus wherewith to feed 
the man devoting himself to canoes. In 
the second place, a sufficient inducement 
had to be held out to the manufacturer 
in order to get him' to leave the soil 
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and the certainty which attached to it 
of always being able to support him- 
self from its produce, and devote himself 
entirely to other work, with all its unknown 
precariousness and uncertainty 
To demonstrate this, let it be assumed 
that thirty days were occupied in makmg 
a canoe. It is dear that any one con- 
tmuously devoting themselves to its manu- 
facture for thirty days would have to 
be fed all the time, and this necessi- 
tates a food-producer havmg to raise 
sufficient surplus food wherewith to feed 
the canoe-maker durmg that number of 
days. These thirty days were not absorbed 
in merely hollowmg out a tree trunk. 
The first few days had to be spent m 
findmg the right kind of tree, and then 
in transporting it to the place where it was 
to be worked upon Then some rough 
process of burning or hollowing out would 
have to be gone through. For this, and for 
the next process of tapering the ends into 
the required shape, the right sort of flints 
would have to be found and chipped, in 
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order to secure as good an instrument as 
possible. After that, the inside may have 
been covered with some animars skin, 
and this would have to be trapped. 
Thongs, wherewith to sew parts together, 
would have to be cut; or perhaps some 
known fibre .was remembered which would 
better suit the purpose, and two or three 
days in the forest might have to be 
spent before it could be found. 

The age of transportation, of stonng 
goods, and the almost infinite sub- 
division which labour has since undergone 
and to which our age is so accustomed, 
making life easy and possible, had- not 
then arrived -What can now be trans- 
acted in a few hours might then have 
taken as many weeks. 

In the end the canoe was finished, but 
at no time durmg the process of making it 
was the manufacturer able to work at 
food production, and consequently he had 
to be fed with the surplus food of the 
food-producer. For a man devoting him- 
self entirely to the makmg of canoes cannot 



THE RISE OF VALUE 


65 


simultaneously be working at agriculture. 
Such devotion is possible only on the 
condition that some one will feed him 
during the process. He is relieved of 
the work necessary to the production of 
the food for his support in considera- 
tion of his application to the manufacture 
of canoes; just as the food-producer, in 
consideration of his partmg with his sur- 
plus food, IS relieved of the work of 
making his own boat. 

The first transaction may have resulted 
in the canoe being handed over in return 
for the food consumed during the thirty 
days, but on subsequent reflection the 
maker saw that the relative positions of 
himself and the food-producer had altered. 
The latter was better off to the extent 
of a canoe, but the former had nothing. 
It may be objected that he had received 
his food for thirty days, which is true; 
but upon this no value can be placed at 
all, for by his original nght as a food- 
producer he could have maintained himself 

for the thirty days by the expenditure of 

5 
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the same amount of labour in growing 
his own food as m makmg the canoe. He 
could always have obtained his food with- 
out bothering about the canoe. The thirty 
days’ food he has consumed, then, does 
not represent the value of the labour 
he has put into buildmg the canoe. 
Further reflection leads him to* see that 
the true value of the canoe is not merely 
thirty days* food (for that is always his 
because of his initial right as a food- 
producer) but another canoe As, how- 
ever, the food-producer cannot give this, 
but can only offer its equivalent in food, 
the, amount of food he must part with 
wherewith to equalize the transaction is 
at least an additional supply of food 
sufficient to last for thirty days, durmg 
which time the canoe-maker can, if he 
likes, support himself whilst making another 
canoe. When sixty days’ food is given 
for the canoe the value in exchange is 
equally balanced. Both parties have their 
food for thirty days, to which they are, 
as free men, inherently entitled; one has 
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a canoe and the other thirty days* extra 
food. That is. to say, the value of the 
canoe in a state of « freedom' is at least 
sixty days’ food. 

However complex a situation may subse- 
quently be developed, however far removed 
from the food basis and' unconnected with 
food production the ultimate human activity 
may seem to be, the fundamental position 
of the food-producer never changes. He 
IS the bed-rock on which all subsequent 
manufacturmg activity is founded It is 
always the canoe-maker who will go m 
search of the food-producer, never the 
food-producer who searches for the canoe- 
maker Or, as the homely Russian pro- 
verb has It • “ It IS the belly that goes 
after the food, never the food' which goes 
after the belly " 

Food is invaluable ; but it puts a value 
on everything else. 

Test the foregoing generalizations on 
value by considenng them as applied to 
modem conditions. Fjor instance, con- 
sider the professional man, say a doctor. 
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What IS the motive power which enables 
him to exercise his skill? Food. He is 
capable of carrying on his practice for no 
other reason than that a food-producer 
exists somewhere who has a surplus of 
food over and above his own require- 
ments If it were not so, the doctor andl 
his abilities would cease to exist, he 
would starve unless he proceeded to grow 
his own food, when he would, for the 
time being, have to cease to be a doctor. 
He may have the finest 'practice in the 
world, bringing him m an mcome fit for 
a prince, but unless there is a food- 
producer somewhere with a surplus of 
food, aU his skill, his large fees, his 
more than substantial balance with his 
banker, his well-appomted establishment 
at home, will avail him nothing until 
he can obtain some of that food where- 
with to keep his vital energies gomg and 
sustain his life. 

Reflect for a moment on the value 
which IS accumulated in a doctor. He 
cannot be produced m ten mmutes. It 
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probably takes seven years to fashion him, 
as It were, in the raw state. It may 
take three times that number in which he 
IS to draw to himself that experience 
which matures him From' the moment 
when he takes his textbook first m hand 
as a student he has to be fed ; and all 
through the piece he has to be fed. But 
it is not merely the food which he per- 
sonally has consumed which alone con- 
situtes his value. The accessories which 
surround him and are part and parcel 
of his skill have been the result of food- 
producers willing to raise a surplus of 
food whereby other men could leave agri- 
culture and apply themselves exclusively 
to study and the production of textbooks 
(not merely the printing of them', but the 
thinking of them), of surgical instruments, 
and the thousand and one other thmgs 
which assist him in his beneficent work. 
All these are focused in the doctor m 
the form of food valuesi at compound 
interest. 

Or, consider again a piece of machinery. 



70 THE COmNGt SCRAP OP PAPER 


How has it been possible for that to 
exist ? There is the engineer who made the 
design, with a food-producer at his back 
keeping him alive whilst he was doing it 
The steel bars fulfil their purpose only 
because men toiled at a blast-furnace, 
and all the while had! to be fed Before 
the liquid metal was poured into the 
moulds men had to convey the raw ore 
from the pit’s mouth, during which 
operation they had to be fed. Prior to 
the raw ore being carted from the mine 
men had to dig it out of the earth, and 
every few hours they had to be fed. 
There in the mme is the last rung, of the 
ladder — Nature— ore in its natural bed m 
the bowels of the earth At the other 
end is the highly complex thmg called a 
steam-engine Between the> two are a 
vast number of operations, assisted by a 
still vaster number of accessories, which 
brought the engine into existence, none of 
which could have been possible but for 
the fact that there exist somewhere food- 
producers with surpluses of food. Test 
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any link of the chain between the raw 
ore and the finished product, and every 
one rings true to the existence of a food- 
producer, Dissect it, analyse it back- 
wards and forwards at pleasure, the door 
of the man on the land is at length 
reached. The engine is an accumulation 
of food values. 

Do not let it be supposed that the 
generalization now bemg msisted upon is 
being in any way stramed to produce a 
certain effect. Surplus food is the great 
invaluable asset of civilized mankmd. 
Take it away, and the edifice of value 
falls to the ground. Put it in, and the 
click and rattle of production is assured; 
value once more appears, ' and clothes the 
products of human energy. 

From which considerations the conclu- 
sion can be drawn that of all things 
which in any given country should be as 
free and open to all as a national birth- 
nght, the right of a man to produce his 
own food is by far and away the most 
important. As present circumstances are, 
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the fact has to be deplored that of all 
mdustnes, that which is most hampered, 
most subject to restriction^ and, m the 
majority of cases, absolutely, impossible, is 
agriculture. How this has come about 
will be presently pointed out.i At the 
moment it is sufGcient to state the fact 
that though broad acres and enough suit- 
able for the purpose he within the coast- 
lines of these islands, resort is had to 
land thousands of miles away for the 
essential food— wheat. To reply that “it 
does not pay " to cultivate it is not suffi- 
cient. That IS purely a question of 
economics, and it surely can be nothmg 
short of a reductw ad absurdum to have 
at our very doors the land suitable for 
growing wheat, but because “it does not 
pay “ to do so, to go ten thousand miles 
away for its production, to say. nothing of 
the shipbuilding and railway construction 
necessary for its transport. 

The anomaly is not due to Nature. 
The wheat seed will give fiftyfold whether 

* See Chapter XI. 
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it be planted m England or the Argen- 
tine. The fact is that the real reason 
why It IS not grown here is due to the 
bankruptcy of accepted economic ideas 



CHAPTER VI 
CAPITAL AND WAGES 

It will not have been forgotten that in 
primitive tunes man did no more labour for 
his food than was necessary to take from 
Nature that which -she supplied and freely 
offered. The amount of exertion involved 
was often not more than merely the putting 
out of the hand and pluckmg the hangmg 
bunch. It hung there by no effort on man’s 
part. He took no part m inducmg Nature 
to make this provision for him. Her free 
gift of food to him differed m no way from 
that which she provided and offered to all 
her children. Their food is always to be 
had for the mere taking. 

But the partiality of Nature for this, the 
latest product of her fertile genius, was 
marked and unmistakable. To no other 

74 
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branch of the animal world did her fancy 
lead her to reveal so mlich of the power 
latent m her bounty. Every bird finds its 
own food, and practically every bird builds 
its own nest. But birds have never been 
known to develop their nest-buildmg pro- 
clivities beyond their present capacities, by 
laying aside a surplus of food with the object 
of creating a division of labour nmOngst 
their own species for the improvement of 
nests. But with man it has been otherwise 
He alone was to reach out mto the vast 
unseen world of possibilities mto which his 
inventive genius was to impel him, but not 
a step could be taken until he had been 
capitalized by food. 

The food which he took from the over- 
hangmg bough was neither “capital” nor 
“ wages.” It was the free gift of Nature, 
and so long as he relied only on that, 
he and barbarism’ were closely allied 
and mseparable. There was no possi- 
bility of his attammg any higher develop- 
ment or becommg entitled to the distmction 
of civilization. But directly he left this 
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hand-to-mouth existence of the forest, and 
applied his laboiur to cultivation, he made 
the first step forward, but beyond making 
his food supply a certainty it left him' in 
much the same relative position. What it 
did for him was to redeem some of .the 
time which was otherwise spent m search- 
ing for food, so that he could make rough 
comforts for his domestic use. 

By directing his labour still one stage 
farther, and raising a surplus in addition 
to his own food, he altered his entire status 
by becoming the true capitalist, and thus 
allowing the subsequent fundamental sub- 
division of labour to take place. 

Surplus food, then^ is capital. It is the 
product of agricultural labour, and as such 
IS the sine qud non of industrial labour. 

In the order of development it will be 
noticed that agricultural labour precedes 
capital, and, after the great subdivision of 
labour has taken place, capital precedes 
industrial labour. 

Allow this sequence to flow freely through 
the mind, and it becomes the golden thread 
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OAPITAIi AND WAGES 

by means of which the countless labyrinths 
of subsequent development can be threaded 
with ease, but without which the whole pro* 
cess appears a hopeless tangle^ incapable of 
being straightened out. 

The true capitalist is the man who pro- 
duces surplus food. Not, be it observed, 
the man who produces food, but surplus 
food (for economically there is an essential 
difference between the two), which surplus 
IS used to keep alive the other-worker 
who does work other than that of food- 
production. 

It will, no doubt, be objected that this 
definition of capital is erroneous, as, 
accordmg to the orthodox textbooks, capital 
IS defined as " that portion of wealth which 
IS set aside for the production of more 
wealth," and m practice this has come to 
mean definite sums of money. But the 
error of this popular view can be easily 
tested. A man may be m possession of 
"capital" to the extent of £10,000, but 
unless he can obtam food his £10,000 will 
capitalize nothmg. And if he finds a 



78 THE COMING -SCRAP OP PAPER 

supply of food which will enable him' to 
spend the £10,000, what will happen to the 
moneys It will be used chiefly, if not 
altogether, in the purchase of labour and 
labour products, and the first thmg which 
labour will do with the portion of the 
£10,000 paid to it will be to exchange it 
for food in order that fhe vital energies 
may be kept up, and that portion which is 
parted with for labour products is paid away 
for the food values accumulated m those 
products. So that, unless labour can imme- 
diately exchange for food products that part 
of the £10,000 It receives, labour will cease, 
and agam nothing is capitalized. It must 
be clear, then, that the man who raises a 
surplus of food for other-workers is the 
true capitalist, for he is the m’an possessed 
of the " head, source, or root material, the 
caput vivum," » which alone is able to permit 
of the separation of specialized workers 
from the soil, and with it, and by their 
mstrumentality, to set in motion the 
machmery of mdustrial production. 


* Ruskm. 
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Turning now to wages, the consideration 
of these follows the same natural develop- 
ment as that of capital, and it falls under 
the three divisions previously noticed with 
capital. 

In the enjoyment of his forest life, when 
freely supplymg himself with food from 
Nature’s storehouse, man could not be said 
to receive any wages. The word implies 
“ reward,” and the life which he sustained 
by means of Nature’s free gift was not a 
reward but a right. If during that , state 
of existence he acquired anything which 
could be called “ wages,” they were those 
rough comforts rudely fashioned for him- 
self out of the grasses, the bark of trees, 
or the gourds which abounded in the forests. 
These were the “rewards” of his labour 
which he acquired after he had fed him- 
self, and as such they were his natural 
wages. 

When he amved at the second stage 
of development, m which he deliberately put 
labour mto cultivation, any wages he might 
then have acquired were still those articles 
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of home manufacture by means of which he 
made life more comfortable, but which he 
could not make until the food question was 
put beyond any chance of failure. To 
whatever extent he could make his life 
more comfortable after he had secured his 
food, just to that point would his wages 
rise. But, as has already been seen, skill 
could not develop to any great extent, owing 
to the intermittent application which was all 
that could be applied. Hence, until the great 
subdivision of labour materialized, wages 
could only be of a limited character. 

In the third stage food-producers with 
their surplus of food have become capitalists, 
and, other-workers having separated from 
them, industrial labour commences. One of 
the justifications for the separation is the 
immense superiority with which an article 
is endowed when it is worked upon con- 
tinuously. The food-producer now ceases 
to be a home manufacturer, and relies 
solely upon the other-worker for the articles 
of comfort he formerly made for himself, 
and which he can now obtain better finished 



CAPITAL AOT WAGES 


81 


and better adapted m every way to his 
requirements 

He now buys such articles with his 
surplus food, such food bemg the sustenance 
of the manufacturer durmg the course of 
his occupation. 

But m order to mduce this separation of 
the other worker from the soil some incen- 
tive had to be held out to him so as to 
bimg him to sever his connection with the 
land and to rely wholly upon the food-pro- 
ducer for his food. This inducement was 
found m the magnitude of the rewards 
which his labour was able to secure when 
devoted exclusively to manufacturing. 

In precisely what manner they were de- 
termmed it is impossible now to say, but 
It must have developed along certam natural 
lines which it is not difficult to trace. 

The only thmg the food-producer could 
give was his surplus food, and the problem 
resolved itself mto determmmg how much 

of this he would have to give for any definite 
article. 

‘Whatever amount of food the other- 

6 
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worker was entitled to receive, a larger 
amount than was necessary to keep him alive 
in a healthy condition was not required, as 
more than enough was superfluous and waste 
The reward " of his labour, therefore, was 
not the food given for the purpose of keeping 
him alive. That belonged to him’ as a right, 
and was no part of wages But his wages 
were that share of his own productions 
which he could retain for his own use after 
he had secured his food. Or, to put it 
algebraically ; — 

Manufactures— Returns for food = Wages. 

From this it will be seen that wages do 
not commence until the inherent right to 
food has first been satisfied. When that 
is done, that which is left over and above 
what has been given for food remains as 
“ rewards ” for labour and constitute wages. 

A concrete case will make this clearer. 
Let It be supposed that a manufacturer of 
shoes could m one week produce five pairs 
of shoes. To do this he must provide 
sustenance for one week, and he can only 
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do this by selling his product to a food- 
producer. If he sells the entire five pairs, 
the food products he will obtain may be 
more ±an sufficient to keep him for one 
week. What is in excess will rot and 
perish; such excess is of no use to him. 
It is not necessary, therefore, to sell the 
entire five pairs. Two pairs may be all 
that IS required to obtain his food, and he 
has thus three pairs left. These three 
pairs are his wages, and they are free to 
be exchanged with other manufacturers for 
iheir products. The shoemaker’s wages, 
therefore, is that portion of his own pro- 
ductions which he can retain after he has 
provided himself with food. 

The play of competition amongst manu- 
facturers inevitably sets up improvements m 
the products. By the discovery of more 
efficient tools and other devices the shoe- 
maker finds that m order to obtam his food 
he has to make larger and larger returns 
to the food-producer. His wages, conse- 
quently, tend to fall ; that is to say, he is 
able to retam less and less of his own 
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products. If at one time he found he could 
obtam his food for two pairs of shoes, he 
now finds that a more skilful operator is 
offermg the food-producer three pairs for 
the same quantity of food, and he must do 
likewise if he is not going to starve, and 
this can go on until the shoemaker (who 
may be unable to equalize the competition 
by improved methods of manufacture) has 
to give away his entire five pairs of shpes 
for his food. His wages are reduced to 
zero ; he is now merely obtaming his food. 
But with the same exertion by which he 
has made the shoes he could have produced 
his own food if he had not become a manu- 
facturer, and the mducement of higher 
rewards which were held out to him when 
he first became a manufacturer have dis- 
appeared. These having been reduced to 
nothing, he might as well return to his food- 
production, for then he, at any rate, would 
be master of his own destinies whilst growing 
his food, whereas if remaining an other- 
worker in addition to working for no 
wages at all, he is also dependent on some 
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one else for it— viz. the food-producer. At 
this point, therefore, the manufacturer will, 
if free to do so, cease making shoes .and 
return to the production of food, nor can 
he be mduced to return until he sees some 
way of obtammg some higher remuneration 
for his devotion to manufacture. 



CHAPTER VII 

THE NATURAL EQUILIBRIUM 

Let It be granted that the great initial sub- 
division of human energy outlmed m the 
previous chapters has been completed and 
set upon a firm foundation, and that the 
community is no longer solely composed of 
persons engaged in producing their own 
food, but takes the dual form of food- 
producers with a surplus of food on the 
one hand, and manufacturers with surplus 
stocks on the other. 

Here let it be once more insisted that 

the latter are entirely dependent for their 

existence on the former, for the moment 

food-producers cease to produce surpluses 

of food and revert to their onginal state 

of raising food merely for their own 

wants, the position of manufacturers is not 

86 
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merely jeopardized, but is rendered actually 
xmtenable 

But the experience gained by the food- 
producer, in the easy acquisition and use of 
the comforts of life, tends to become more 
and more of a permanent character. With 
the productive power of Nature at his back, 
he will not willingly return to the former 
days, when his rough comforts were obtained 
by what exertions he could summon after 
the cultivation of his food had been attended 
to, and were necessarily limited in extent 
and finish for want of tune and practice. 
Now, in exchange for his surplus food, he 
can readily obtain robes, chairs, tables, 
basins for the supply of his domestic wants, 
whilst bows, arrow-heads, hunting knives 
are ready for use m the chase. 

He has, m fact, discovered himself to be 
the great capitalist, the true buyer. The 
demand which keeps the manufacturer busy 
comes first from him’. He is the hub of the 
mdustnal universe, the mdispensable factor 
of industrial expansion. 

As time goes on he sees, to his great 
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satisfaction, that in consequence of in- 
creasing skill in manufacturing and the 
resulting competition) which is set up, the 
purchasing power of his food gradually 
rises In the early days of the great 
separation sixty days’ surplus food would 
obtain only one canoe Now the same 
amount will also obtain half a dozen pairs of 
shoes, a winter’s robe, and a dozen arrow- 
heads His fields are no larger, he has 
put no greater amount of work in than he 
did when he acquired the canoe, but the 
purchasing power of his surplus food has 
risen; he can obtain more for it now than 
he could at first Hence his position m 
life is gradually on the up-grade 
Thus far the food-producer What, how- 
ever, has been the experience of the manu- 
facturer working for wages ? As skill 
developed, and labour became more and 
more subdivided, he advanced to a point 
similar to that of the food-producer His 
initial sales were made direct to and solely 
with the food-producer in order to obtam 
the necessary food wherewith to keep him- 
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self alive When this had been provided 
he found himself possessed of a surplus of 
manufactures, which were his rewards or 
wages. The more of these he retamed over 
and above what he had to part with for his 
food, the higher were his wages. This sur- 
plus he used for the purpose of making 
exchanges with manufacturers of other 
articles, and he thus acquired for himself 
the comforts of life. As competition 
between manufacturers increased, it tended 
to lower his surplus, as he had to give away 
more and more to obtain his food, and when 
this competition was found to be so msistent 
as to become unbearable, he always had at 
hand his alternative. He can return to the 

land, and with the same exertion produce his 
own food 

This natural equilibrium came into play 
even before the point was reached where 
the only retM the manufacturer could 
obtain for his goods was his food. For 
in the state of freedom which it is assumed 
prevailed he was released from die oppres- 
sion of working for no wages by tummg 
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to his altemative—the land What disaster 
would come upon him had he no alternative 
can be readily surmised The rest of his 
life would be one long, strenuous, and im- 
successful fight for wages wherewith to 
obtain the comforts of life, and lie would 
have to be compulsorily kept there in ordei 
to submit to It. But whilst conditions of 
freedom obtain the natural equilibrium woiks 
and adjusts the economic balance in a way 
which no artificial methods could rival. 

Remove that equilibrium, and the slums 
and misery of our great toiyns (to look no 
farther) are eloquent of the disaster that 
results. 



CHAPTER VIII 
THE RISE OF CURRENCY 

An easy transition of ideas now leads to 
the next point, obviou? in itself and one 
which it cannot be doubted was actually 
followed by advancing civilization, namely, 
exchange by means of cujiency. 

It has already been shown that exchanges 
between food-producers and manufacturers 
were first made by way of barter. So 
many measures of food were actually 
given for so many pairs of shoes, or for 
so many canoes But when presently robe- 
makers, hut-builders, arrow-head manufac- 
turers, and a hundred others appear on the 
scene, barter was found to be too cumber- 
some and impossible a method of exchange, 
and broke down from sheer weight of these 
defects. Some device had to take its place 
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which was capable of effecting the required 
exchanges more expeditiously, and at this 
point a currency appeared 

Some uniform token was adopted in 
which the value of both sides of the 
equation might be expressed— that is to 
say, of food on the one side and manu- 
factures on the other, so as to avoid the 
mental complexity which necessarily must 
arise when a thousand and one different 
articles have to be assessed at some food 
value. 

In passing, let it be noted that the 
abandonment of barter and the adoption 
of a currency indicates a step forward 
in moral progress. Barter demands the 
actual things themselves being produced 
at the time the exchange is made. The 
quality of mutual trust has not yet come 
to birth It originates m the great sub- 
division of labour when some men ceased 
to produce their own food. But the use 
of a currency denotes an immense onward 
step in the same direction. Of itself, 
currency should be only a token—a repre- 
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sentative of something which is not in evi- 
dence at the tune , and when this is so, 
then by the general agreement that it shall 
be accepted, instead of the actual thing 
Itself, the rise and spread of mutual trust 
and dependence is revealed. 

The ease and expedition with which 
exchanges were accomplished by the help 
of this common denominator were so ap- 
parent that the device only needed a fair 
trial to prove its complete success, and it 
would have so contmued if the nature of 
Its quality as a token had not been lost 
sight of, and regard paid more to the thing 
Itself than that which it represented. 

Of what, then, was it the token? What 
did it represent? It was a token of and 
represented the purchasing power of food. 
The power previously resident in food 
became transferred to the common de- 
nominator 1 If a canoe had to be pur- 
chased by a food-producer, instead of 
giving the builder the required quantity 

* No mention has yet been made of what the cuirency 
IS to be composed. This will appear as we proceed. 
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of food, he would first have to take his 
food to the market-place, and there con- 
vert It into currency. Havmg done that, 
he would then transfer so much, or all, 
of the currency obtamed to the canoe- 
maker for the canoe, who, m his turn, 
would have to exchange in the market the 
currency received for it m order to obtain 
the necessary food. 

That was, and is, the sole function of 
currency, and we are not concerned at 
this moment with anythmg more or less 
in regard to it. It was a token in ex- 
change of the purchasmg power of food. 
Henceforth, mstead of constantly regard- 
mg surplus food m the terms of manu- 
factures, and manufactures m the terms 
of surplus food, the currency became the 
common denommator in which the pur- 
chasmg power of food was mherent. Thus, 
if the purchasmg power of food, as ex- 
pressed m currency, was low, the value of 
manufactures was high. If the purchasing 
power of food was high, the value of 
manufactures was low. 



THE RISE OP OtJBRBNOY 


95 


Now, It will be apparent that when all 
values had thus to be expressed in cur- 
rency, a distinct relationship was set up 
between it and the things to be ex- 
changed. In order to avoid using any 
complicated language, this relationship is 
best explamed by an illustration 

Here are four persons, each possessmg 
one unit of currency (let it be a sovereign). 
Their average consumption of wheat is 
one quarter, and the average price of 
wheat is 20s per quarter. Each one can 
exchange his sovereign for one quarter of 
wheat so long as each has one sovereign, 
or provided their numbers do not mcrease. 
But if each of the four persons withdraw 
I os. of their gold for the purpose of 
buymg chairs, that amount is withdrawn 
from the exchanges which have to be 
made for wheat. Only two sovereigns will 
now be left to do that work, and as each 
person would still require the same average 
^ount of wheat, only los. per quarter can 
be given for it He purchasmg power of 
the sovereign has risen (i e the pnce of the 
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wheat has fallen) in consequence of the 
limited supply of currency available . In order 
to keep the price of wheat uniform at 20 s. 
during the time that a portion of the currency 
was absorbed in the purchase of chairs, an 
addition of two sovereigns would have to 
be made as indicated by the fall in the 
value of wheat. When this was done, 
one quarter of wheat would again ex- 
change for one sovereign. 

A precisely similar effect would be reached 
if the number of persbns were doubled 
(that IS, if the population mcreased) and the 
amount of currency remamed stationary, 
the wheat requirements of the eight per- 
sons bemg still a quarter each; the price 
of wheat as expressed in currency would 
fall to los , whilst the purchasing power 
of currency would rise. 

From these considerations lit is obviously 
necessary that the currency should not be 
of a restricted nature, but one capable 
of expandmg with the ever-mcreasing 
desire to make exchanges; for, as the 
aggregate number of exchanges increase. 
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the token must increase likewise. If it 
does not, the competition which will exist 
in market-places for its possession will 
render its acquisition more and more diffi- 
cult, and the only way to get it from 
those who possess it will be for food- 
producers and manufacturers to give more 
and more of their products, thus falsifymg 
the token, for then as now it will not be 
representative of the purchasing power of 
food, but of Its own value as a commodity. 

Going back to the foregomg illustra- 
tion, it will be seen that one portion of 
the currency-— the essential portion, it 
might be called— is devoted to making 
purchases by food-producers from those 
manufacturers who supply them with their 
comforts. The other portion is devoted 
to making exchanges between manufac- 
turers themselves of their surplus stocks. 
In reality, of course, there is no such 
artificial division, but it is merely indi- 
cated here for, the purpose of assisting 
a clearness of mental conception 

The currency necessary in the first in- 

7 
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stance wherewith to exchange food for manu- 
factures 'becomes depleted and inadequate 
when the desire of manufacturers to ex- 
change their stocks with each other arises 
and makes itself felt For, as has been 
seen already, the competition which will 
exist in markets by manufacturers trymg 
to get currency for the purpose of effecting 
the exchange of m'anufactures will withdraw 
It from food-producers desiring to make 
purchases. This transference will eventually 
become manifest, for, unless it be corrected, 
the scarcity which exists for food purchases 
will be reflected! in'- the price of food 
as expressed in currency All this may 
seem very simple and obvious, but not- 
withstandmg, it has a tremendous bearing 
on the discussion which is ahead Let 
it, therefore, be asserted with growing 
emphasis that currency is but a token, 
and that it is a token of the purchasing 
power of food. It is not wealth, nor is it a 
token of wealth It is a^ token of the 
purchasing power of food— a food token 
As contrasted with the system which 
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obtains to-day, it may be said' that just 
as the present efforts are to put gold 
behind paper (an impossible task), a 
valueless currency would, in effect, put an 
average wheat pnce, and, therefore, a suffi- 
ciency of wheat behind paper, and in this 
effort could be completely successful, for if 
only the Government would regulate the 
supplies of currency necessary, it would 
be found that merchants would regulate the 
supply of wheat 




NATURAL ECONOMICS 

THEIR APPLICATION TO-DAY 




CHAPTER IX 

CURRENCY-CIVILIZED OR BARBARIC? 

It has now been shown at what point 
currency arises, why it comes mto bemg in 
the economic scheme, and on what it is 
based. Having oudmed what may be called 
the “ natural ” economics of exchange and 
currency, the objection may be forthcommg 
that “ things do not work like that now- 
adays.” Unfortunately, agreement must be 
conceded, and the reason advanced in reply 
IS that development of civilization havmg 
proceeded away from' this natural base, the 
resultmg wrongs and injustices are but the 
outcome. At the risk of weansome reitera- 
tion It is as well to agam glance backward 
over the path so far traversed. The funda- 
mental division of labour occasioned the 
economic separation of food-producers from 

KB 
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other-workers, and the industrial energy 
which is thereby initiated and made possible 
renders the previous system’ of barter un- 
tenable. Under the mflueiice of this sub- 
division the thmgs to be exchanged grew 
with such rapidity, and became so diverse 
in their nature, that some device had to be 
found for effectmg the exchanges other than 
the cumbersome method of barter. 

The factors in the situation, however, re- 
mained the same — viz. food on one side and 
other-work on the other — the latter exist- 
mg only at the will of the producer of the 
food. The value of other-work was still 
based upon the amount of food given for 
its production, and when, o!n the rise of 
currency, values were no longer expressed 
in terms of the actual articles themselves 
but in that of m'oney, currency values 
should have remained nothmg more nor less 
than a contmuation of those food values 
under the name of the common denominator. 

A unit of currency was nothing more 
than a token with which to conveniently ' 
note the value of various corntnlodities as 
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expressed in food, it being a condition of true 
civilization that that Value should steadily 
fall. That which surplus food did when 
there was no currency, should have continued 
to be done when a currency was adopted. 
The presence of currency should not alter 
the previous situation that existed when 
actual food was exchanged for something , 
else. In other words, when the currency 
unit is exchanged, that which should be 
obtained in return are In fact all those advan- 
tages in commodities (which, as mentioned 
above, should steadily mcrease) which other- 
wise would have been obtainable by actual 
food. In these circumstances the medium 
takes to itself and represents the virtues 
which likewise reside in the food. 

From what has previously been said 
(Chapter VIII, page 95 ) it will have been 
seen that there is a direct relation exist- 
ing between exchanges and the amount of 
currency which may be in circulation at any 
one time. Useful and valuable a con- 
tnvance as it has proved to be, only ex- 
perience could have shown man the possible 
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complexities to which it was capable of 
givmg rise and the tricks and vagaries it 
would play with the social organism' as the 
subdivision of labour and industrial energy 
proceeded, if the possibilities for good or 
ill resident withm it were not adequately 
apprehended. 

One of the most mterestmg and smgular 
studies which could engage the attention of 
the philosophic historian would be to 
explam how it has happened that with 
all the discernment, the acuteness, and re- 
finement of mind which has been developed 
m the human species smce barbaric times, 
civilized man has failed to observe and to 
correct the fundamental mistake made when 
he chose a commodity to do the work of 
currency. 

In the early days when the contrivance 
first arose the error was to be excused. 
With no precedent to guide him, he had to 
make the venture, in the first instance, m 
the dark. But as experience grew, and the 
wealth of organized thought and scientific 
observation were brought to bear on other 
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phenomena, it is surprismg that he has 
proved almost unteachable on this particular 
subject. It has not been for want of 
wammgs. Catastrophes, whose shattermg 
effects have increased in mtensity in pro- 
portion to the advancing complexity of 
society, have failed m their purpose. Up 
to this very hour, by his passionate devotion 
to his golden but barbaric currency, he still 
jeopardizes and periodically brmgs into con- 
stant peril of destruction that civilization 
which has been so pamfully and laboriously 
built up. Under its mfluence not only does 
mdividual prey upon mdividual, and classes 
of society upon each other, but the ramifi- 
cations of the mischief reach their climax 
when, urged by its baneful stimulus, civil- 
ized nations devastate one another. And it 
is difficult to see how, until the ultimate 
truth be accepted, the progress ( ?) of 
civilization can be anything else but a 
repeated senes of cataclysms. 

If the prmciples enunciated herein have 
any natural base or source, it would follow 
that the social and economic relationships 
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which arise out of them' would be founded 
in freedom^ and that that much-abused word 
** civilization ” would come into its own, truly 
and correctly expressing the meaning which 
the vowels and consonants m combination 

N 

are intended to convey. Just as the old 
Roman citizen understood the rights and 
pnvileges which attached to the words 
“ Civis Romanos sum" so every member of 
the human family who steps over the border- 
line which marks off barbarism from avil- 
ization, and desires to come to the full 
content and power of themselves as a free 
unit in the natural order, would understand 
the rights and privileges which attach to the 
words “ Civis Natures sum" 

But this implies that the mdividual units 
must be free, and this freedom must extend, 
not merely into the political, religious, 
or intellectual spheres but also into the 
economic, so that m this latter respect, as 
well as in the former ones, the unit shall 
be able to come into complete harmony 
with its natural environment, and be capable 
of living and developing that life which is 
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the best and highest expression of its 
physical and spiritual constitution. 

The truth has yet to be realized that the 
greater part of civilization has been reduced 
to the position of complete economic slavery 
by means of the gold currency. Labour is 
caught in the toils of two gigantic monopolies 
— land and gold. So far as land is con- 
cemedj mstead of it bemg free and open 
to produce capital (surplus food) to. who- 
ever will put the necessary labour into 
it, the circle has been so completely boxed 
by the fertility and subtleties of the legal 
mind that this, the greatest of all the pro- 
ductive agents, is completely shut up to all 
persons except those possessing sufficient 
gold. And so far as gold is concerned, 
the unfortunate being who finds himself in 
the predicament of being without it becomes 
an outcast of society, is debarred from all 
the privileges of civilization, forfeits his 
right to shelter, clothing, and the bare 
necessities of existence, but is permitted to 
be dangled by “ charity, ” between life and 
death, or is handed over to the doles which 
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emanate from' the mmistrations of the 
relievjmg officer. 

The most casual reflection upon our 
present-day civilization must inevitably force 
the conclusion that it does not produce 
that happy relation of parts which should 
result if the laws which govern its creation, 
and sustam its development, were followed 
and obeyed The situation was never more 
cleverly epitomized than by Mr. Edward 
Bellamy m his book “ Lookmg Backward,” 
m which he compared modem civilization 
to a stage-coach, on which a few favoured 
passengers took their seats high up above the 
dust and turmoil of the road, whilst the vast 
majority stramed and tugged at the ropes 
which drew the lumbering old vehicle 
along. 

But with what satisfaction can this state 
of things be regarded if the title to 
“civilization” be claimed? 

No one will deny, except perhaps those 
who by fortune of circumstances have never 
had to step down mto the cockpit of 
modern life, that thmgs go forward with 
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strain and stress. Every year the whole 
body politic seems to be more completely 
enclosed within the arms of some unseen 
octopus, whose steady and persistent grip 
seems to be crushmg out its very life. 

From what does this lack of harmony 
arise? The submission here made is that 
it arises from the wrong economic thmk- 
ing which has been allowed to grow up, 
whereby natural development has been 
hindered, if not arrested, by the mability 
of those who profess to be acquamted with 
the science of economics to see where their 
doctrines and theories regardmg currency 
are intellectually bankrupt. 

It IS not too much to say that a very 
large proportion of the evils and injustices 
of present everyday life can be confidently 
traced to the present currency system, and 
until this great economic function itself 
becomes civilized the results obtamed from 
Its operation must contmue to be barbaric, 
and relief from the anomalies of our social 
system will be looked for in vain. 

It may be stated as a generalization that 
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freedom in other spheres was not obtained 
by force. The freedom' obtained in religion, 
or m thought, has resulted from' the birth 
and propagation of ideas which have 
changed the currents of thought. Simi- 
larly, it m!ay be anticipated that freedom 
in the economic sphere will not be achieved 
by force or revolutions, but by the birth 
and propagation of true economics, such as 
find their origin in the natural order of 
things, and not in the artificial creations 
of man. 

One of the first steps towards this free- 
dom is that the average thinkmg man of 
business, no less than the average thinkmg 
man of labour, should deliberately set out 
to free his mind of the gross supersti- 
tion in which gold, as money, is steeped. 
When the present-day modernist talks and 
writes so blandly of our freedom' from super- 
stition he surely must have overlooked this 
question of gold. 

To any one anxious to begin the process 
of cutting the trammels, let him read the 
chapter on " Money ” in Mr. Arthur Kitson’s 
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book entitled “ The Money Question,” from 
which the following is an extract : — 

Whenever we are brought into a discussion of the money 
question we are confronted with one great obstacle-^ 
superstition— which has become strongly entrenched in 
the popular mind, what may be termed the fetichism of 
gold and silver So accustomed are we to associate things 
with their functions, there finally grows in our minds the 
idea of a personality belonging to the object itself, and we 
unconsciously ascnbe to it human quahties and tendencies 
Thus we hear daily the expressions “ good money,” " bad 
money,” and " honest ” and a ” dishonest ” dollar Gold 
is called “cowardly,” and is said to “refuse" to aiculate, 
and the very acme of fetichism is contained m the ex- 
pression “money talks” It is precisely this superstition 
which renders the money question so difficult of com- 
prehension by the average man ' 

It seems imperative that this country, 
occupying the proud position it does in 
modern civilization, should take the initia- 
Uve in leadmg the present so-called civil- 
ization out of the slough mto which it is 
floundermg, by abolishmg gold as a 
standard of value and puttmg m its place 
a civilized currency restmg on the natural 

* “The Money Question,” by Arthur Kitson (Grant 
Richards ) ' 


8 
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economic base of food values. To civilize 
our currency is the first step towards the 
reorganization which must take place, if 
that which has been redeemed already from 
the past is to be put upon any sure 
foundation. 

How this should be done the following 
pages will attempt to show ; but before 
closing this chapter the reader is asked to 
note carefully the following: — 

The broad distinction between barbaric and civilized 
money is this, that the former is a real equivaUni in value 
for whatever is exchanged against it, and the latter is 
nothing but a token of value itself That is, it represents 
value, and is convertible into, or exchangeable for, fixed 
quantities of the standard locally or nationally accepted as 
measuring it, but is not in itsdf valuable. Should this 
fail to be so convertible the token loses the essential 
attribute of civilized money, and becomes worthless* 


* *'The True Cause of the Commerdal Difficulties of 
Great Britain,” by C. B Fhipson. (George Allen and 
Unwin Limited.) 



CHAPTER X 

PAPER VERSUS GOLD MONEY 

The point has now been reached when the 
mam thesis of this book can be approached 
at close quarters. 

Owmg to the restricted and valuable 
nature of gold, it is mcompetent to fulfil 
Its mission as a civilized currency. This 
mcompetency necessitated the creation of 
further currency m some form or another, 
and has been seized upon by bankers to 
create a supplementary currency of credit 
(the cheque being the symbol) which, in 
extent, has far exceeded that of gold. In 
spite of the theory that our finance is 
based upon a gold currency, m practice it 
IS based upon the stability of national insti- 
tutions, commercial integrity and good faith, 

seeing that the habit of finanaers is to do 

us 
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without gold — ^to push it, so to speak, more 
and more into the background — so that, con- 
sequently, the vast bulk of the exchanges 
are made with paper, “ backed ** by nothing 
but the qualities just mentioned. 

Further, the amount of credit in existence 
could never be redeemed in gold, for though 
It is said that gold can be obtamed for a 
cheque, it means nothing more than that 
some gold can be obtamed, and that only 
a very small proportion. The rest is 
credit, and has to remam so. 

The issue of currency, which is strictly 
the prerogative of the King for the benefit 
of the whole nation, has been appropriated 
by bankers for their personal gam, or for 
that of their shareholders, irrespective of 
what may be the effect on the general 
national position ; and the system m vogue, 
yielding to no proper regulation (only except 
in so far as the gold movements influence 
the minds of bankers to extend or with- 
draw credit), contributes m a very large 
measure to the burden which is felt by 
all in the general fluctuation of prices, 
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these being unconsciously raised when gold 
is relatively plentiful and falling when it is 
relatively scar-ce. 

The nanow margm of gold, about which 
every business man at various times gets 
nervous and uncomfortable, does not ade- 
quately support our credit transactions, for 
when the pressure is applied the so-called 
basis crumbles away, and it is only by the 
return of confidence ^ that the situation 
IS saved. 

This being so, and having regard to the 
fact that the legal pound m Great Britam 
has all but ceased, havmg been superseded 
by cheque-pounds which have nothing but 
a hctitious and precarious connection with 
legal pounds, it becomes urgently necessary 
to reform our currency by boldly and 
courageously eliminating this narrow gold 
margm and adopting m its place a 
national, regulated paper currency. 

Having thus stated the necessity, the 
question at once arises as to how, and on 
what pnnciples, such a paper currency 
> Induced in 1914 by the issue of paper currency 1 



118 THE COMINa SCRAP OP PAPER 


should be issued, and what advantages over 
the present system' would arise out of its 
adoption. Each of these pomts will be 
dealt with in turn, but the present chapter 
will be devoted to the underlying principles 
of such an issue. 

It is as well to admit frankly at the out- 
set that the experience of paper currencies 
in the past has not been a happy one. 
Two well-known mstances of their use stand 
out prommently in modem history — viz. 
the American greenbacks and the French 
assignats. These two instances may always 
be relied upon to provide sufficient material 
for a universal condemnation of the use of 
such a currency. 

But, in passmg, the reader is asked to 
note how, m spite of the orthodox thimder- 
ings on this subject, there seem's to be 
some mysterious power at work which 
doggedly insists that man, m his efforts 
towards a more perfect avilization, shall 
adopt this very form of currency, whether 
he wants to or not. The Enghshmlan who 
views with almost supercilious pity the 
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American and French peoples in their use 
of paper currency fails to see (or will not 
admit) that he has been compelled to 
adopt it himself, and that to a more 
gigantic extent than either greenbacks or 
assignats, m the creation of his cheque 
system. 

In reality there is nothing new or revolu- 
tionary m the thesis here laid down. The 
English paper currency is not somethmg 
visionary or merely “ m the air.” It is here 
amongst us, and is used by every business 
person on six days m every week.' The 
difficulty is to get the average person to 
realize and admit the fact 

But our currency, although now (as is 
right) largely paper, is, as constituted m its 
present form, our most menacing danger, 
and in consequence of the crisis brought 
about by the war, needs to be boldly taken 

^ But now that it is more dearly perceived that the 
money of England is the cheque, which can be multiphed 
to an extent which is only limited by the prudence of 
bankers, and the security that their customers may be 
able to provide . etc (Hartley Withers, in Bagdiotfs 

Lombard Street”) 
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in hand and issued on true principles for 
the benefit of the whole nation, thus avoid- 
ing the evils which have attended previous 
issues of money m this form. 

As to the prmciples of its issue, it 
has already been shown in Chapters IV 
to VIII the natural economics which 
underlie exchanges and the use of cur- 
rency which arises out of those exchanges. 
It remains now to apply them to the 
present position. 

It will at once be seen that we, in com- 
pany with those other civilized nations who 
have adopted gold as the basis of values, 
have managed to get the pyramid of our 
national organization balanced on its apex, 
mstead of restmg firmly on its base. It 
would take too long on this occasion to show 
the real and positive ills we have laid up 
and are already reaping by this mversion; 
but the pomt which is of vital importance 
to apprehend is, that the restoration of the 
equilibrium can only be accomplished by 
puttmg values on their natural foundation, 
and, havmg done that, to allow currency to 
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perform its natural function as a token of 
those values in exchange. 

In order to take this mitial step it is 
essential that the token itself should be 
valueless and not of a restncted nature. 
Obviously, these conditions are met by the 
use of paper. Next, that there should 
attach to the paper the natural purchasing 
power of wheat. 

Let the mmd be quite clear on this last 
point. The thesis here put forward as a pro- 
position is not to issue paper currency against 
wheat ; that, in effect, would be merely to 
pawn the latter But it is to get the pur- 
chasing power of wheat into the currency, 
and in order to do this, the amount in circula- 
tion must be such as will enable the market 
value of wheat to be kept, on an average 
of yeatSj at a fixed point, and this can only 
be done by the currency becommg a regu- 
lated one. Turn back to the illustration in 
Chapter VIII on page 95, where the prin- 
ciple now bemg elucidated was propounded. 
Assume for a moment that the population 
of a country is temporarily fixed. It can 



122 THE COMING SCRAP OP PAPER 


be estimated with a practically certain 
accuracy the amount of wheat which that 
population will consume in a year. Every 
housewife knows how many loaves of bread 
she requires to take per day for her house- 
hold. On the average she takes neither 
more nor less, provided the mmates of her 
home remain the same. From this the 
average weekly, monthly, yearly consump- 
tion can be deduced Every one, on the 
average, requires the same ain'ount of bread 
per day, per month, per year, and from 
this the average requirements of a given 
population can be ascertamed. Taking the 
United Kmgdom as an example, the number 
of quarters of wheat required for annual 
consumption can be arrived at without any 
real difficulty. 

To maintam the price of wheat in the 
chief gram market of the country (say, 
London) at an average price of, say, 30s. 
per quarter, only a certam definite amount 
of currency would be required to be m 
circulation, and the amount would be ascer- 
tained by watchmg the market price of 
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wheat over an average of years. If the 
average price fell to 25s. per quarter, it 
would be clearly demonstrated that the 
currency m circulation was msufficient for 
food purchases , that is to say, it had been 
withdrawn by savmgs, or was being used 
in makmg exchanges for thmgs other than 
food, always providing that the food re- 
quirements remain the same. In order to 
brmg the price of wheat back to 30s. 
additional currency would have to be 
issued until the price m the chief gram 
market rose again to 30s. 

On the other hand, if the price rose on 
an average of years to 35s, it would be 
equally manifest that too much currency 
was m circulation, and further issues would 
have to be suspended until the price had 
returned to 30s. This latter contingency 
should probably never arise when values 
were based on prmciples as here set forth. 
In a civilization based on a true system of 
economics the tendency would invariably be 
the other way— viz. to add currency to 
prevent the pnce of wheat fallmg, as the 
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ultimate power of economic expansion has 
practically noi limits. 

.To issue paper currency “agamst wheat" 
or any other national asset, such as houses, 
manufacturers’ stocks, etc., as is at present 
so freely advocated, would be disastrous to 
the ultimate national well-bemg, for it can 
only be the forerunner of a rise in general 
prices, and in effect destroys the very 
function of currency. This function is 
essentially to effect exchanges, which predi- 
cates that somethmg must be parted with. 
But if the entire nation’s assets can be put 
mto a state of unlimited pawn by issumg 
currency notes agamst them', nothmg is 
parted with, no exchange takes place. The 
man with a house could have both it and 
currency. In the end the expenence of 
assignats and greenbacks would be repeated. 

But with a knowledge of the natural 
economic relations which exist between 
currency and exchangies, the proper course 
IS to issue, and keep issued, that amount 
of currency which would maintain the 
price of wheat in the chief gram market 
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of the country at an average uniform 
price. 

Nothing is required “behmd''* the paper 
but a true understanding by the nation of 
the mam principles mvolved, and -when 
these are once thoroughly grasped, the 
supreme self-interest of every mdividual 
m the nation -would be at stake if these 
principles were foresworn. The great 
national asset would be this knowledge 
of the function of currency, and with it 
the will would not be lacking to see that 
the Government perfonned its duty in 
regard to the issue of money so as to 
serve the highest mterests of the nation. 

This self-interest would rise above the 
bickerings of party politics, for the national 
citadel would be in the keeping of every 
individual of whatever shade of opmion on 
other topics. Any Government which re- 
fused, or neglected, to do its duty m mam- 
tainmg the currency could not exist for an 
hour. The whole nation with one voice 
would demand the surrender of their office, 
and they would retire from public life m- 
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delibly stained by the fact that, knoiwing 
their duty, they had not performed it, and 
in their wilful neglect had sinned against 
the nation as a whole. 

In practice every Goveminlent would have 
the benefit of the advice of the National 
Currency Board — a body of men selected 
for their integrity and uniriiiieachable 
honesty. They would be appomted on 
similar Imes to our judges, and would be 
free from legislative control. Their sole 
function would be to advise the Govern- 
ment from time to time as to the cur- 
rency required by the economic needs of 
the increasing population, and to issue 
the annual amount to the executive to 
spend. 

Such a currency would be based on true 
economic prmciples, and wo-uld be a 
national currency. It would be the great 
lever by means of which the unlimited 
expansion of the nation could take 
place, an dj so far as thje internal 
trade of the country is concerned, it 
would be the foundation-stone of social 
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reformation and the solution of the labour 
difficulties 

How this would come about, and what 
Its influence would be on our foreign trade 
relations, is reserved for future chapters. 



CHAPTER XI 

NATIONAL CURRENCY AND NATIONAL 
WELL-BEING 

Such a national currency having been estab- 
lished as described in the last chapter, it 
now remains to show what its effects would 
be on our national and international 
relations. 

The first effect nationally would be the 
stability of the average price of wheat,* and 
this would open up a fair and' equitable 
access to the land for all, not by revolu- 
tions or other forcible means, but by allow- 
ing the scales of economic justice to be 
evenly held by personal freedom operating 
through a true theory of rent. 

The rent of the land is derived from, 
and ultimately rests upon, the surrender by 
the tenant of a certain fixed quantity of the 

> A desideratum much sought after at the present tune 

128 
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produce. This is the primitive form of pay- 
ment. But, just as the cumbersome method 
of barter is superseded m the case of ex- 
changes by the more convenient method of 
currency, so the payment of a fixed produce 
rent eventually gives way to a fixed money 
payment 

When payment “ in kind " is in vogue, 
no hardship or injustice arises either to the 
tenant or the landlord. If the rent is two 
bushels of wheat, as long as these are handed 
over the rent is duly discharged. But when 
the rent becomes payable in currency, the 
wheat has to be converted into money, 
and the amount of gram to be given is sub- 
ject to the price of wheat in the market. 

Where food prices remain stationary for 
any length of time, the rent contract will 
be as justly discharged by money as by 
produce But directly food prices alter, the 
discharge of the rent contract becomes a 
matter of mjustice, either to the food pro- 
ducer or to the landowner, according to 
whether the pnce of food, as stated in 
money, has fallen or risen. 

9 
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Thus, for example, the original rent 
contract may have been that one acre of 
land should pay a rent "of two bushels of 
wheat. That was the proportion of wheat 
which the food-producer could afford to 
allow for the use of the land out of his 
surplus; and whilst payment in kind con- 
tinued, the rent contract was satisfactory 
on both sides. But when the decision 
was reached that rent payments should 
cease to be made m kmd, and were to be 
made in gold, the food-producer had to 
acquire it, and he could only do that by 
takmg his produce to the customary place 
of exchange (i.e. the market) and there 
sellmg It for gold. 

Obviously, It then depended on the plenti- 
fulness of gold as to how much of it he was 
able to obtain for his wheat. If it were 
abundant, he was able to get much gold, 
for prices were high. His two bushels 
of wheat thus gave him more gold than he 
wanted for his rent. In the end rents rose, 
to the detriment of the food-producer* 
If, on the other hand/ gold were scarce. 
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prices were low, and m order to get enough 
gold he had to part with more than two 
bushels of wheat, indeed, he might have 
had to part with five or even six bushels 
before he was able to get together sufficient 
gold wherewith to pay his rent In the end 
rents fell, to the detriment of the landowner, 
but more often than not only after the 
original tenant had been ruined 
Reflect for a moment on what happened 
Two bushels of wheat were the origmal rent 
when It was payable m kind, but as soon as 
the payment had to be made m gold it 
depended upon the market price of wheat 
whether the food-producer received for it 
more gold than he needed to pay his rent, or 
less. In either event the food-producer or 
the landowner suffered, and, m fact, the falsi- 
fication of every money contract entered into 
by subjects of this country, either at home 
or abroad, m Bntish money, is falsified in 
favour of either creditor or debtor on balance 
to the disadvantage of the debtor ^ 

It IS clear that the primary trouble lies 


See p 27< 
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in the medium of exchange. It is quite true 
that superficial fluctuations of the price 
occur owing to the laws of supply and 
demand , hut where these fluctuations occur 
persistently the cause is deep-seated, and 
must be looked for in the medium of 
exchange. 

Stability m food prices is an absolute 
necessity if the rent contract of land is to 
be justly discharged, and this can only be 
brought about by a regulated currency, and 
a regulated currency can only be made pos- 
sible where the medium is of no mtrmsic 
value andi capable of expanding with the 
demand for exchanges ; it should, therefore, 
be paper 

But with the currency once regulated, it 
would be possible for the Government to 
ensure to the food-producers absolute free- 
dom to produce the greatest possible surplus 
of food by enactmg that the land shall be 
rented with fixity of tenure, fixity of rent, 
and with the right to sub-let at a profit 
rental This it would be imperatively bound 
to do in the interests of wage -earners, for 
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by this means it would ensure to them an 
alte} native 'to working for wages, and by 
domg so, not only would land tenure undergo 
a silent revolution, but hand m hand with 
It would come an equally silent reformation 
of the entire social organization, which 
would get the pyranud of Society firmly 
established on its base instead of, as at 
present, precariously balancmg itself on its 
apex Econonuc freedom would be the 
heritage of all, for the road being open 
to the land by a fair and true system 
of rentmg, an alternative to working for 
wages would be provided, thus creating 
the natural equilibrium referred to m 
Chapter VII, and bringing mto view the 
keystone of social progress. Under present 
conditions, without the possibility of obtam- 
ing land, the wage -earner cannot grow his 
own food, and if he is unable to earn wages 
and so obtam gold he cannot purchase food 
grown by others . Lacking capital, he cannot 
purchase land, and even to rent it the present 
conditions of tenure are so mequitable that 
there is little inducement to accept them. 
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But under the conditions suggested, when 
competition for wages became so keen as 
to be intolerable, the wage-earner could 
freely turn to the land and become a food- 
producer True, he would be reduced to 
the lowest rung of the ladder, for the rent 
he would pay would mclude the greater part 
of the advantages which had accumulated 
previously in the form' of the increased 
purchasing power of food. But with fixity 
of tenure and fixity of rent, has food supply 
would be assured. 

The change, if made, has a reflex action 
On the one hand the local manufacturmg 
circle would be relieved of a competitor; 
on the other, the advent on the land of 
another man with a surplus of food at his 
disposal at once gives manufacturers another 
potential buyer desiring the comforts of life 
which they create, and stocks which have 
accumulated have now a fresh outlet in the 
newly arrived tiller of the soil And con- 
versely, if the food-producer, tired of the 
land, thmks he will become a manufacturer, 
and does so, the effect produced m the 
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towns by another competitor for wages has 
the effect of depressmg them. 

Thus the circulation is created, and a 
natural equilibrium maintained in conse- 
quence of the free alternative to produce 
food under proper conditions beiiig avail- 
able when working for wages is considered 
unsatisfactory 

Compare this for a moment with the 
present system, and it will be seen at once 
where the present-day labour unrest lies. 
^^Qlere does the primitive man fashionmg a 
canoe differ from the modem worker 
engaged in riveting the iron plates on a 
steamer, or the old-time maker of shoes 
from the present-day factory hand uniting 
soles to uppers^ There is no real differ- 
ence in their work, but there is a vast differ- 
ence m the circumstances under which the 
rewards (or wages) are obtained by these 
representatives of the old and new order of 
things. The canoe-builder was able to 
obtain for his first canoe thirty days’ food, 
together with an equivalent equal to another 
thirty days’ food. It was possible for com- 
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petition to lower this equivalent, but there 
was a point below which a further fall 
was not possible — viz. where the amount 
given for the canoe only equalled that which 
the canoe-builder could have obtained for 
himself if he had remained a food-producer. 
When that point was reached he had no 
necessity or inducement to make canoes 
merely for his food and' be dependent on 
another man. In the state of freedom in 
which he was he could always produce that 
amount of food for himself by turning to 
the land, and thus put in force the powerful 
economic lever which exerted its power on 
both sides. 

Turn now for a moment and consider 
his modem prototype m the shipyard. His 
real wages are the amount he can retain 
after he has provided for his food Do not 
get confused because modem wages are 
symbolized m currency, say 30 s. per week. 
Remember that m effect the corns composing 
the currency are of no use to him until he 
has first converted some portion of them 
into food. When he has used that portion 
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in obtaining what Nature demands that he 
must have to keep himself in health, and 
he sees what currency he has left to ex- 
change for the comforts of hfe— that is, for 
boots, shoes, etc— it is then that the iron 
enters into his soul For, unlike his ancient 
brother, there is no limit to the fall which 
his wages can endure They can be reduced 
to the actual starvation Ime, because he has 
been deprived of his alternative of returning 
to the land to grow his own food. His 
economic freedom has long smce gone, 
and now he dare not leave his rivetmg what- 
ever his wages may be. As a slave he is 
chained to the job. Smartmg under the m- 
j’ustice of such a system, he combines with 
his fellows m trade unions, chiefly with the 
one object of preventmg the dreaded fall 
m his wages. All the upheavals and unrest 
of labour follow, only with this tragic result, 
that the more wages are forced higher, by 
just so much are the receivers of the wage 
depnved of the benefit of the rise because 
of the simultaneous rise in the cost of livmg. 
Out of this vicious circle there appears to 
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be no escape; indeed^ there is and can be 
no escape until the old inherent right of 
the man is restored^ viz. to be able to 
return freely to the land and produce his 
food, which he can scarcely obtam by 
wages. 

Within the ambit of the silent revolution 
which would come about by the adoption 
of a national currency would come light and 
leading on that much vexed question “ the 
unearned increment.” It would be seen 
that this justly belongs to the man who 
puts labour into the land, and that it is 
his by virtue of that labour Under present 
conditions, the one haunting fear which pos- 
sesses the mind of the land- worker is lest 
the fruits of his toil (which are always 
at the mercy of his landlord) should be 
periodically appropriated in the form of 
rent Fixity of rent, with fixity of tenure 
and the right to sub -let at a profit rental, 
gives a chance to the man who puts m the 
labour, and the so-called unearned increment 
IS found to be earned after all when it finds 
its way into the rent which is rightfully 
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and legally the property of the improver. 
The State has no more right to this “ m- 
crement ” than the landlord It belongs to 
the man who created it. 

Once more, the outcome of a national 
currency, and consequent stability of wheat 
price, would be the true economic arrange- 
ment of values. Under the influence of 
true competition the prices of manufactures 
would always tend to be on the down- 
grade, whilst the purchasmg power of the 
food-currency would correspondmgly rise 
although on an average of years the price of 
wheat remains steady This co -related com- 
bination may be regarded as the mfallible 
index of a civilization well and truly laid on 
the bed-rock of natural economics, and social 
development is enabled to proceed apace. 

It may be objected that it is one thing 
to enact and another to get landowners to 
let on the terms of the enactment But 
the door stands ready open The Govern- 
ment would initiate the new law by applying 
It to the Crown lands, and this of itself 
would eventually bring into line all others 
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who have land to let Once having been 
started, nothing could resist the silent revo- 
lution which would go on in the tenure of 
land. 

The reader may observe thait a seeming 
paradox has been arrived at, m that com- 
petition shows itself as an angel of light 
instead of the dark fiend it is generally 
regarded to be. As a matter of fact, com- 
petition is the handmaid of civilization. 
The thing which to-day masquerades under 
this name is not competition at all, but 
monopoly, and this ongmates m the present 
system of currency and ends with the land. 
Reform the currency, place it on a civilized 
basis, and competition assumes its proper 
position, and becomes the life-blood of 
progress. 

It is not intended, nor would it be possible 
in such a condensed chapter as the present, 
to apply in every detail the exact workmgs 
of the theories presented. But enough has 
probably been put forward to show their 
broad workings, and their general applica- 
tion to the acute problem’s of to-day. 
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Let the earnest social worker who is 
struggling to stem the tide of present- 
day injustices by pilmg up Acts of Parlia- 
ment on the Statute Book (and so often 
failing to attam the obj’ect sought) turn his 
or her attention to this question of the cur- 
rency It appears to be a complicated sub- 
ject, but yields to clear thinking when essen- 
tial principles have ,been grasped Study 
will reveal the fact that here is the source, 
the head-sprmg, of our social and economic 
discontent No amount of tinkering with the 
present state of things will yield any per- 
manent benefit. Along the hitherto un- 
trodden road of currency reform will the 
nation find and realize those thmgs which 
belong to its mtemal and external peace, 
and no greater service can be rendered to 
the nation than a devotion to the study of 
the subject. We must now pass on to show 
how completely it will realize as well those 
things which belong to its mtemational 
peace— a peace which to-day seems so 
terribly far-distant, and almost beyond the 
power of man to achieve. 



CHAPTER XII 

NATIONAL CURRENCY AND INTERNATIONAL 

WELL-BEING 

In considering the relation of a national 
currency to our international commerce, it 
IS as well to clear the ground at the outset 
by pointing out that there is nothmg novel 
or revolutionary m the idea. Up to the 
year 1872 this country possessed a national 
currency of gold. This precious metal had 
not then become internationalized m the way 
welknow it to-day No European country but 
our own had then adopted the gold standard, 
and ,did not, therefore, desire it as a circu- 
lating medium. The consequence was that 
foreign nations who wanted to sell to us— 
chiefly food products— had to take their pay- 
ment from us in the form' of manufadtuiied 

goods. They had the option of taking gold, 

14a 
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of course, but as this had practically Jio 
international use, it was of no service to 
them. Hence, they took from us manu- 
factured articles which they wanted, and 
which, generally speakmg, they could obtam 
nowhere else, for Great Bntam had become 
the world’s workshop. 

It is also well to recall the main factors 
which operated to bnng this country so 
rapidly to the front as a manufacturmg 
nation. Broadly speakmg, the success of 
the first Georgian and succeeding Victorian 
periods was based upon the rich deposits 
of coal and iron which this country 
possessed. These would have remained 
inert had it not been for the inventive 
gemuses of the eighteenth century, who led 
the way to the practical use of these con- 
cealed nches by the discovery of the process 
of smelting iron with coal and the inven- 
tion of the steam-engme. These two con- 
verted England from an agncultural to a 
manufacturmg country. A tremendous im- 
petus was added before the close of the 
century by the mvention of Hargreaves 
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(spmnmg-jenny), Arkwright (spinning), 
and Crompton (the “mule” in weaving). 
Backed by these, Great Britain easily took 
the lead. 

Bui there was, in addition, a latent mflu- 
ence which, m the heyday of her unparal- 
leled development was not recognized, and 
the value of which, having been smce 
lost, the nation has not yet discovered. 
This latent mfluence made itself felt because 
her currency of gold was national. Other 
nations havmg, for the most part, silver 
currencies (France had a bi-metallic 
currency of gold and silver), gold was 
little in demand abroad, and those who sent 
produce to Great Britain were thus in a 
very real way compelled to take English 
manufactured goods m exchange in order 
to obtain an equivalent value, Under these 
conditions genume Free Trade flourished 
m the form so splendidly advocated by 
Cobden. 

In 1873, however, as the corollary to the 
gold indemnity she extracted from France 
at the close of the Franco -Prussian War, 
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Geimany adopted a gold standard currency, 
and her example was gradually followed by 
the other continental nations. It then 
became possible for colonial and foreign 
food-producers to sell their food to Great 
Britam for gold, mstead of for manufac- 
tures as formerly. This might not have 
had any serious result if gold possessed the 
same purchasmg power here as abroad, but 
m consequence of the well-known economic 
doctrme of the “ Quantity Theory of Money4*’ 
It was mevitable that, with gold as inter- 
national currency, trade should go more and 
more to foreign countnes. 

Before passing on, the nature of this 
doctnne must be exammed. In effect it 
goes to show that a wealthy country will 
have a larger circulation of money per 
head of the population than a poor country, 
and if the material of which the money is 
composed be identical, its purchasing power 
in the poor country will be greater than m 
the wealthy country. All this sounds very 
formidable, but on examination it will 

be found true, on a basis of common 

10 
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sense as much as on economic doctrine, 
that things are cheap m a poor country 
and dear in a wealthy one. It is singu- 
larly emphasized in the instance given by 
Viscount Hayashi, who^ m an interview 
granted to the Standard's correspondent in 
1904, said • — 

Money goes five times as far with us [Japan] as in 
England That is, we can buy as much for £1 as is 
possible with £$ m England.* 

It seems mevitable, therefore, that if the 
currency of Great Britain and Japan be 
identical, the former must fail m competition 
with the latter, other conditions bemg equal. 

Work this out in a concrete instance, and 
the truth of the doctrine will be still more 
clearly seen. A Canadian selling wheat to 
Great Bntain prior to 1872 could have 
obtained payment m one of two ways — he 
could have been paid either m gold or with 
goods. As Great Britam was the only gold 
standard country then, there was no object 
m receiving gold, for it could not have been 
spent to advantage internationally anywhere 
* See Standard^ November 5, 1904. 
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else, and kegs of gold were not of much 
use on the roUmg prairies. The alterna- 
tive left was to receive payment in goods, 
and ploughs and instruments of agriculture 
were shipped to Canada in exchange. 

Bui after 1873, when Great Britain had 
lost her national currency by the mter- 
nationahzation of gold by other countries, 
the position became vastly different. For 
now the Canadian wheat -seller can demand 
gold for his sales to some purpose. He 
can cast his eyes round the horizon of 
international manufacture to see where he 
can dispose of his gold to the best 
advantage. He can buy ploughshares m 
Great Britain, he can also buy them! in 
Germany. But Germany bemg the poorer 
country, the circulation of gold there will 
be smaller than m Great Britam; that is 
to say, pnces will be cheaper m Germany 
than in Great Britain, and the Canadian 
can obtam more for his gold there than in 
Great Britain, and he consequently makes 
his purchases there. Great Britain has got 
his wheat, but she has parted with gold 
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(her currency), which has gone to Germany 
to pay labour there for manufactured goods. 
What benefit, then, has the importation of 
Canadian wheat been to England from' a 
trading point of view? None at all. It 
has m point of fact been detrimental, for 
the withdrawal of the gold to Germany 
affects the bank rate, and if the with- 
drawals be too heavy the rate will rise, 
and this penalizes the financing of mdustrial 
enterprise in this country. 

Carry the operation out to its full extent, 
and m the end the wealthy country feels 
the pinch and complains that Germany is 
cutting her out in the making of plough- 
shares. The economic force behind the 
mtemational gold is ultimately relentless in 
Its operation, m spite of Protectionist tariffs 
or quasi-Free Trade doctrines. For a time 
the full play of it is retarded owing to the 
world’s demand for manufactures exceeding 
the world’s production, but ultimately, in 
order to compete, Great Britain must come 
down to the level of the German price if 
she is to keep her business in ploughshares. 
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And has not this been the gradual experi- 
ence of Great Britain since 1873^ 

To bnng down prices, however, tends to 
the reduction of wages, and if that be 
persisted m labour unrest ensues, culminating 
m stnkes. In the attempt to stem the tide 
of this levelling-down process Capital and 
Labour, instead of being the complementary 
forces which they are and ought to be, are 
dnven into hostile camps and the mdustrial 
peace of the country is always at stake. 
May it not be added, in view of the past nine 
months’ experience, that the commercial 
hatred and jealousy brought about by the 
unfair conditions which our traders felt, but 
the true cause of which they did not under- 
stand, is really the cause of the world's peace 
bemg destroyed? 

Before leaving this side of the subject, 
It is as well to illustrate further and 
emphasize the importance of a national 
currency as bemg the most powerful agent 
a civilized country can possess, both for the 
stability of its internal affairs and for the 
equitable and guarded conduct of its inter- 
national trade. 
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The kingdom of Morocco possesses a 
silver currency of Moorish dollars and 
cents, called m the patois of the country 
Hassani. English merchants shipping goods 
from England to Morocco invoice their 
consignments in sterling. On arrival in 
Morocco these sterling mvoices have to be 
converted into their equivalent in Moorish 
dollars, and on this basis the goods are 
sold. In the end the agent of the English 
merchant m Morocco has in his possession 
a heap of Moorish dollars which he has 
to get back to his principals in Europe 
m payment of the goods sent out. He has 
three alternatives open to him— 

(а) To pack the dollars m a keg and 
ship them to England. 

(б) To purchase something m Morocco 
with the native currency which will sell 
in England for gold. 

(c) To buy a sterling draft on London 
which will exchange for gold. 

Of these alternatives the first is imprac- 
ticable, for Moorish dollars are of no use 
in England — in fact, they are of no use 
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anywhere else ui the world, and they thus 
constitute a true national currency. The 
third alternative penalizes him by the rate 
of exchange charged by the bank for the 
cost of the draft. There is left only the 
second, and this is his best and most satis- 
factory solution of the problem — ^viz. to 
purchase somethmg m Morocco which 
will sell m England for gold. That is 
to say, by havmg a national currency 
Morocco makes England take her goods 
m exchange for the goods she sends to 
Moiocco * 

A very forceful illustration of the danger 
to this country of having an international 
currency was afforded- prior to the war, but 
It has not received the attention which 
it deserves. It is now a commonplace 
m the realms of finance that Germany 
very nearly defeated this country before 
even war was declared or a smgle giun 
was fired. 

* As Morocco is not a manufactunng country, these 
purchases take the fonn of produce of the country, gums, 
wax, seeds, etc 
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Speaking as Chairman^ and at the Annual 
General Meeting, of the Industrial and 
General Trust, Ltd., on May 13, 1915, Mr. 
Geo. A. Touche, M.P., said: — 

" The manner in which Germany unloaded 
securities and discounted bills in the London 
market for months previous to the war 
was alike a peril to British credit and an 
evidence of Germany’s deliberate prepara- 
tion for war. Our financial security, which 
Germany hoped to wreck at the outset of 
the war, remained unshaken.” * 

By the unloadmg of her securities on to 
this market Germany could elect to take 
payment in one of two ways — she could 
receive it either m goods or m gold. As 
is now well known, she elected to take the 
latter, and was actually m the process of 
depleting this country of its currency pnor 
to the outbreak of war, and she nearly 

' Though unshaken at the time when this was spoken, 
history has an unhappy habit of repeating itself, and all the 
elements of unsoundness remain, ready for the time when 
a slightly greater combination of untoward circumstances 
plunges this country into irretrievable disaster 
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effected her purpose^ The only protection 
we had was to raise the Bank rate to 8 
per cent, and again to lo per cent,/ 
which at once paralysed ordinary industrial 
finance, and when even this failed to stop 
the drain of gold the Government had to 
step in and declare a prolongation of the 
Bank Holiday, m order to give Mr. Lloyd 
George time to arrange for an issue of 
paper 'money to the banks. It was only 
the actual outbreak of war which saved the 
country from bankruptcy, by automatically 
stopping the dram of gold fiom this country 
to Germany 

How different and how impregnable would 
have been our position had we then been 
in possession of a national paper currency I 
Germany sellmg her securities here would 
have received our paper, which would have 
had to come back here for redemption by 
the export of British manufactures before 

Withers, in his "Lombard Street and the 
^ w, says that the bank rate iras put to lo per cent in 
order to comply tsith the requirements of the Bank Act. so 
as to obtain its suspensioiii if neccssaiy. 
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value cx)uld be obtained ; but with war de- 
clared her merchants would not have been 
able to purchase British goods for import 
into Germany, and under those conditions 
is it not probable that, realizing the mis- 
chief that would result to her commerce (as 
her Government could not then have failed 
to do), they would have held their hands, 
and the war would have been averted? 

It is anticipated that the natural criticism 
will be put forward. Suppose Germany 
would not take our paper, but demanded 
gold— what then? 

The reply is that if we had demonetized 
gold in favour of a national paper currency, 
and Germany had demanded gold, she could 
have had it as a commodity, but not as 
our currency. Our merchants would have 
shipped our gold in the same way that 
they would ship her tin, or copper, or any 
other metal she reqmred; but this would 
not affect our currency and would not 
drive our Bank rate up to 8 and 
I o per cent, and close our banks for 
four days, because it was feared every one 
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was going to scramble for the narrow 
margin of gold we had here, which none 
could get m full because there was not 
sufficient to go round. 

Enough has now been said to show that 
genume and equitable Free Trade depends 
on a national currency, and that having 
lost that national currency since 1873, "we 
have lost its co-relative. In the same 
way the best Protection lies, 'not in tariffs 
but in a national currency which can only 
be redeemed m the country of issue by 
being exchanged there for labour products. 

In the late fiscal controversy great 
emphasis was laid on the traditional 
doctrines, but any detached observer who 
had followed the course of the controversy 
must have been struck by the apparent fact 
that, m spite of the array of able arguments, 
each side had a skeleton in the cupboard. 
The Protectionist could never free himself 
from the necessity of food taxes if his 
plan were to succeed ; and the Free Trader 
could never get rid of the fact that, despite 
all the advantages claimed for his doctrines, 
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they really failed in their application, for 
there still remained some twelve millions of 
people who, m the richest 'country in the 
world, ever hovered on the m'argm of 
starvation. The reforms he claimed to 
have secured for the workmg classes were 
generally levelled down by the rise in 
the cost of living, which meant that the 
advantages gamed were subsequently and 
mevitably lost. 

The bearing of the currency on the 
question havmg been missed so long, it is 
of the utmost importance that at this crisis 
of our history it should no longer be left 
under a bushel, but should come to the 
light. 

By a reform of the currency on the lines 
indicated, the best Protection and the best 
Free Trade could “be afforded to this 
country m its mtemational commerce. The 
time is ripe, and particularly opportune, 
when ideals for which both great parties 
m the State have fought so strenuously can 
be realized. Party strife has temporarily 
gone into the melting-pot, and the moment 
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IS auspicious for bringing out an amalgam 
formed of the best elements on both sides. 

If political and financial leaders could be 
convmced of the solution which awaits 
them of their problems when viewed m 
the light of currency reform, the result 
could not be m doubt for one moment. 

There is no stupendous or complicated 
difficulty m the way, for more than three- 
fourths of the work has ’ already been . 
accomplished by the evolution of the 
present cheque system. The principles 
which are necessary to be courageously 
applied are used every day of the work- 
ing week in making the bulk of our ex- 
changes. It is only necessary to have 
the further courage to discard 'the narrow 
margm of gold which is supposed to be 
so essential to us, and create a national 
currency m its place. 

Were this done, Great Britain would 
easily resume her position as leader of the 
world’s commerce and of the ‘world’s civil- 
ization which the intemationality of gold 
has done so much to jeopardize, and m the 
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economic reconstruction which must inevit- 
ably come when the war ' is . over, by 
adopting such a currency, she would take 
to herself a financial defence which would 
withstand the shock of any impending 
economic cataclysm. If she does not do 
so. It is impossible to see how she will 
survive the relentless operation of the 
intemationality of gold, and save herself 
from bemg dragged down to the level of 
the poorer countries. For if, as seems now 
certam, Germany emerges from the war 
relatively poorer than Great Britam than 
when she started in the fight, her people will 
inevitably have to work still harder than they 
do now ; and with the purchasing power of 
gold there greater than ever, the position 
of British wage-earners and merchants 
cannot fail to be a desperate one. 



CHAPTER XIII 
THE STATE BANK 

It will be remembered by readers of Mr. 
Walter Bagehot’s financial classic “Lom- 
bard Street that he therein predicted with 
unenmg accuracy the ultimate extinction of 
the private banher. This prediction he 
based on the evidence of forces strongly at 
work in the financial world of his day, 
and he foresaw that these would inevitably 
produce the results just mentioned. 

It IS a singular fact, and one which 
should receive particular and very careful 
attention in these days, that, just as there 
appears to be some unseen force persistently 
at work compelling us, even agamst our 
most cherished theories, to adopt a paper 
currency (manifesting itself m the form of 
cheques, and in a still more striking 

3 » ® 
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maimer since August 4, 1914, by the 
issue of Treasury Currency notes), so there 
appears to be another force quietly but 
surely making us adopt a single bank. 

This has been cleverly shown by Mr. 
Edward R. Pease in his Fabian Tract 
entitled Gold and State Bankmg,” who, 
though writing from the standpomt of the 
particular views associated with Fabianism, 
shows conclusively that the arrival of a 
single bank is only a question of time, and 
that the forces are at work m a powerful 
manner which will produce this result. 

In the tract referred to, he pomts out that 
the number of banks recorded m the Stock 
Exchange Year Book for 1898 domg a 
home trade in the United Kmgdom and 
Isle of Man was 120. In the volume of 
the same publication for 1908 the number 
was given as 79. Thus m ten years 41 
banks have disappeared. In the volume for 
1912 the jomt-stock banks num'ber 68 
(omitting one or two quite small ones), so 
that at this rate of decrease there will be 
16 m 1924 and only one in 1929. 
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With a delicate sarcasm Mr. Pease dis- 
claims entirely the prophetic mantle, but is 
content merely to “wait and see," and 
regards it only as a matter of time before 
the process of absorption is complete and 
the smgle bank emerges. * 

The coming of the smgle bank (not 
necessarily a State bank) is also clearly 
perceived by Mr. Arthur Kitson in his 
pamphlet on “ Industrial Depression," m 
which, after noticmg the progress of 
amalgamation which has been gomg on, 
he says : — 

It IS quite conceivable that within the next few years 
the bankers of England may combine to form one huge 
trust, so that individuals will be compelled to accept any 
service that the monopolists choose to permit 


' In July 1914 Messrs Roberts, Lubbock & Co. 
announced that they had amalgamated with Messrs Coutts 
& Co , and on October i, 1915, Fart’s Bank announced 
that It had taken over the old-established banking business 
of Thomas Barnard & Co of Bedford U’hilst this book 
is being prepared for the Press, the further announcement 
is made that an amalgamation is pending between Messrs 
Barclay & Co , Ltd , and the United Counties Bank, Ltd , 
of Birmingham 


11 
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These testimonies, emanating from entirely 
different quarters, are interesting, and should 
be mstructive. For in whatever form and 
for whatever purpose the single bank ulti- 
mately appears, it seems clear that it is 
already m the makmg and in due time will 
be with us. 

The only really important question which 
anses is, whether the smgle bank shall 
ultimately be a smgle monopoly m private 
hands or whether it shall be a single State 
bank. 

From the point of view of a national, 
valueless paper currency, it is an emphatic 
sine gad non that the single hank should 
be a State bank, and for the following 
reasons. 

In the first place, it is obvious that 
private bankers could not be allowed to 
issue valueless currency, as it would put 
into their hands, for their personal benefit, 
power to acquire wealth beyond the dreams 
of avance. In the second place, and 
qmte apart from the one just statied, it 
would be impossible to regulate a currency 



THE STATE BANK 163 

the issue of which was m the hands of 
individuals. 

For these two reasons the issue of it 
must be in the hands of the nation — i.e. 
the Kmg actmg through the Government, 
as, m circumstances where somethmg is to 
be got for nothmg, it is the nation m its 
entirety which should benefit, and not -par- 
ticular mdividuals Further, it is only the 
Government which has the means of 
acquiring the knowledge of the factors 
which would enable the currency to be 
issued so as to coincide with the economic 
needs of the people, mstead of with the 
desire of Governments or individuals for 
money. 

The functions of the State bank would 
be tivofold In the first place, as just 
mentioned, it would be through its medium 
that the King (actmg through the Govern- 
ment) would resume the prerogative of 
issuing the sole currency so long usurped 
by bankers * , and m the second place, it 
would be exactly what a bank is intended 

* Chapter Xn^ 
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to be— VIZ. a place for the safe keeping of 
deposits of currency. The idea that banks 
in their preset form' are institutions for the 
safe deposit of money is a pretty fancy, 
seemg that they trade with these deposits 
instead of safeguardmg them', with the 
result that more and more the deposits are 
becommg nothing less than deposits of their 
own making, represented mterely by rows of 
figures m their ledgers, the legal pound 
having all but ceased to exist, havmg been 
superseded almost completely by cheque- 
pounds with but a precanous connection 
with legal pounds. 

State banks would be opened in every 
important town, and as many subsidiary 
branches m market villages as may be 
necessary. Their object would be to afford 
to the public the freest possible facili- 
ties for the lodgment and withdrawal of 
actual deposits of currency. Being nothing 
but public safes for the secunty of private 
hoards, all deposits placed in them' would 
remam idle until the withdrawal by their 
owners. No chvidends or returns of any 
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kind would be paid by them, while only 
upon State banks could cheques be drawn, 
such cheques m the future (as at present) 
still passing freely current, being hence- 
forth, however, always convertible mto legal 
money units. 

Assuming, then, that State banks have 
been created, and that none but cheques 
upon such banks are permitted, each owner 
of the credits now pretending to exist as 
“ deposits ** in the old private banks would 
be offered the alternative either of with- 
drawing his deposits from private custody 
and lodgmg them in the ^public bank (in 
which case the State would become respon- 
sible for their re-delivery on demand) or of 
leaving them as mvestments m the hands 
of the old private bankers m their new 
capacity as money brokers (m which case 
the State would be no further responsible 
for them). The money thus withdrawn 
from the custody of the private banks by 
each depositor would either be handed to 
himself to be disposed of as he pleased, or 
lodged to his credit m any branch of the 
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State bank, in both cases taking the fotnt of 
aciaal paper notes of varied and convenient 
denominaiions . 

The sole and only difference m the 
situation, so far as the depositors and the 
circulation are concerned, would be that 
cheques now drawn against what may fairly 
be called bankers’ deposits of phantom 
money would, in future, be drawn against 
nothmg but deposits of real money 

So much for the depositors. But what 
about the bankers? It has already been 
shown that if they were called upon to repay 
the money — i.e, gold money — entrusted to 
them they would be hopelessly insolvent, 
for by no possibility could they ever repay, 
in gold money, the sums now credited m 
their ledgers to depositors. Startlmg as 
this statement may seem to be, it is m 
reality the actual position of the bankers 
at this moment. They are, so far as 
actual currency is concerned, insolvent , and 
they (of all institutions I) were the first to 
claim the protection of the moratorium. 
Indeed, it is not too much to say that 
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It was instituted to save their very existence. 
The pass-book of every depositor, so neatly 
ruled off at the 4th of August 1914, is a 
complete declaration of the failure of the 
present system. But of this much was said 
in the first chapter, and need not be re- 
peated now". The whole situation having 
been allowed to grow up on accepted, but 
mistaken, Imes, even the bankers could be 
treated with a fuller and more ample 
consideration than the mistakes of the past 
(m the commission of which they have 
been such important factors) would perhaps 
appear to warrant. 

The State havmg taken over their 
liabilities to their customers, all that 
would be needed would be to allow an 
mcrease of time in which to pay their 
correspondmg liabilities to the State m the 
new national money This being done, as their 
debtors repaid them the money which they 
owed the notes would be destroyed by the 
Money Issue Department as received, and 
all connection between the old bankers and 
the State wQuld cease. 
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It may be asked, What future function 
would be discharged by the old bankers? 
The answer is that they would fulfil the 
very useful and necessary function (in- 
deed, their natural and economic one) of 
money-brokers as between investors and 
merchants. 

Such depositors in State banks who 
desire that their savings shall be re- 
munerative will use the services of the 
money-brokers, whose 'busmess it will be 
to introduce their customers to mvestments 
where profits are made which allow the 
payment of a percentage for the use of 
their deposits. Thus merchants and trade 
enterprise will be financed. 

This, in effect, is what bankers at this 
moment really are — viz. money-brokers. 
The " deposits ” made with them are 
daily used in financing trade and enter- 
prise, by lendmg to other people these 
" deposits " entrusted to their care. 

In the reform here advocated, persons 
having large deposits of currency m the 
State bank earning no interest would 
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naturally desire to put such deposits to 
remunerative use. They would apply to 
the money-brokers (the present bankers) 
for suitable introductions to merchants and 
others engaged in enterprise where profits 
are earned, who could use these deposits 
to advantage In this respect the money- 
brokers would be merely continuing their 
present busmess as bankers, in so far as 
It applies to financmg trade and enter- 
prise, with this difference, that they would 
be dealmg with deposits of currency 
actually m existence m the State bank 
instead of the present ones of phantom 
money which tliey pretend to hold. 



CHAPTER XIV 


A TAXLESS REVENUE 

We now reach one of the most mterestmg 
developments of the discussion. 

Under any system of currency some 
portion of it is always rendered tempo- 
rarily of no effect. This is occasioned 
by savings. Savmgs are currency out of 
action. Their power is, for the time 
bemg, nullified by their withdrawal, and 
It is not restored until they are put back 
agam mto circulation in order to effect 
exchanges. 

A similar effect is produced, only m 
another way, by mcreases in the popula- 
tion; for, unless fresh currency is con- 
tmually bemg issued commensurate with 

the demands for exchanges which the 

m 
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additional population sets up, general values 
must fall.* 

Another item, a little more obscure than 
the foregomg, perhaps, but operatmg none 
the less effectively, is that which would 
arise where a partially under-fed popu- 
lation (as at present is the case m this 
country) would make up the leeway under 
more favourable conditions. The addi- 
tional food which would be consumed 
would require additional currency for its 
exchange Allied with this consideration 
IS another somewhat akm to it — namely, 
that once the nation was adequately fed, 
wheat would enter more freely as a 
constituent into subsidiary foods other 
than bread. These two mcreases taken 
together would demand fresh issues of 
currency 

For purposes of estimation and illus- 
tration the population of this country can 
be taken at 45,000,000 persons, and if 
an estimate of 12s. 6d per head be taken 
as the annual amount saved per head of 
* See Chapter VIII, pp 95-6. 
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the population it will probably err con- 
siderably on the right side.* 

As regards the increase of population, 
this may be put at 250,000 per annum,* 
and if we further say that each of these 
extra persons will require £20 of m'oney 
per annum for their requirements, the 
estimate will not be excessive.* 

As' regards increase m food require- 
ments, we. may estimate this at 5s. per 
head of the population. 

Tabulated, these estimates appear as 
follows . — 

1 Annual savings per head * 

45,000,000 persons at 12/6 

2 Growth of population 

250,000 persons at £20 

3 Increase in food requirements . 

45,000,000 at 5/- 

^44.37S»ooo 


£ 

. 28,125,000 

. 5,000,000 

11,250,000 


This sum of £44,375,000 represents the 
amount of currency which it would be 


* See note at end of chapter. 
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necessary to issue annually in order to 
maintain the price of wheat at a fixed 
level on an average of years. It is, 
therefore, an annual taxless revenue which 
is at the immediate disposal of the 
Government. Such a revenue is raised 
without any complicated machmery, re- 
quinng no additional “ hordes of officials ’’ 
or any expensive civil machmery Neither 
does It interfere with any one’s “ rights.” 
All that is necessary to brmg it into 
existence is to prmt the notes, and then 
issue them to State workers in exchange 
for their labour — e.g to Civil Servants, 
dockyard workers 

At a time such as the present, when 
public men are lookmg into every con- 
ceivable comer for fresh revenue where- 
with to meet the enormous expenses 
occasioned by the war, the “ taxless 
revenue ” could be utilized m the dis- 
charge of these burdens. For example, 
the interest on the first War Loan of 
£350,000,000 at 3^ per cent amounts 
to £12,250,000. If the second War Loan 
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amounts to £700,000,000, the interest at 
per cent, will amount to £31,000,000. 
The interest charges on the two War 
Loans together equal £43,750,000, and 
this could annually be met by the “tax- 
less revenue" without any fresh taxation, 
and without any single individual in the 
country bemg worse off for it.* 

Whilst on this pomt it may not be 
unprofitable to quote the mstance of the 
Guernsey Market Hall, which was paid 
for by the issue of " Currency ” notes. 

The Municipality of Guernsey had the 
necessary material. Workmen were engaged, 
and currency notes were issued. Wages 
were paid in these notes, and the trades- 
men (who had been notified by the 
Municipality that the notes would be 
accepted m payment of rates) took the 
notes from the workmen in exchange for 
the necessities of life, and the trades- 

^ The writer commends this suggestion to Viscount St 
Aldwyn and his colleagues who met at the Merchant 
Taylors’ Rail on July 16, 1915, to consider the national 
financial position. 
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men paid the notes back to the Muni- 
cipality. >^Tien the Market Hall was 

finished^ and the stands let, the rents 
were applied m cancelling, the notes, 
which were burned at a meeting of the 
Council. 

Notes on the Foregoing Estimated 

Figures. 

According to the 19 ii census, the 

population of the United Kingdom was 
45,216,665. 

The population in 1851 was 27,368,736, 
thus givmg an average annual mcrease 
of over sixty years of 297,465. The 

estimate of 250,000 in the text, there- 

fore, IS well on the right side. 

According to the Daily Mail Year Book 
of 1910, the amount of deposits in rail- 
way, trustee, and Post Office Savings 
Bank amounted to £242,654,334, from 
12,156,138 depositors. The average is 
thus £20 per head for a little more than 
one-quarter of the population. The bulk 
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of this is in the Post Office Savings 
Bank. The estimate, therefore, in the 
text of I2s. 6d. per head as the average 
savings will, no doubt, be considered as 
sufficiently conservative. 



CHAPTER XV 
CONCLUSION 

At this moment there looms before the 
mmd of the earnest man of affairs a 
haunting fear as to what will be the 
outcome of the present war m the economic 
sense. Shall we survive the realities which 
the war has forced us to face^ 

It is admitted on all hands that affairs 
will never return to the same grooves 
out of which the shock of war turned 
them. Prior to the war, social and economic 
affairs were groaning and travailmg together 
towards the attempted realization of a freer 
life. The forces which were making for 
this were growing restless and im^iatient 
under the restraints which, rightly or 
wrongly, were supposed to stand in the 
•^ay of progressive development. There 

12 in 
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were those who saw, or thought they saw, 
trouble ahead. Whether the usual sturdy 
good sense of the English people would 
have been sufficient to save the situation 
which was developing to one of actual 
menace, and whether the remedies which 
were mtended to be applied would have 
effectually healed the trouble, can now only 
be a matter for conjecture. That epoch 
has passed and gone. The war has put 
a different construction on all movements, 
and It is realized, m a greater or less 
degree, by the majority of thmking people 
that, whatever our preconceived notions 
formerly were, a vast amount of “ give 
and take” will have to be conceded in 
all ideas if any true reconstruction is to 
take place. 

W^en the military struggle is over, and 
the last soldier has left the stricken battle- 
fields of Europe, this country will re- 
sume Its economic struggle with the rest 
of the worlds and the position which 
Germany occupies in that struggle is, of 
course, the one which is at present upper- 



CONCLUSION 


179 


most in every English mind to-day. 
Under the present gold currency the 
paradox will be demonstrated that, just 
to the extent to which Gertctoy will have 
become impoverished, will the ability be 
hers to drag us down to that same level, 
as long as her currency and ours remain 
identical. 

There is no room for complacency in 
the matter, nor for regarding the situa- 
tion from the pomt of view of conven- 
tional ideas which were current before 
the war commenced. These the war has 
changed, and we have to realize it. We 
may adopt the many and various reme- 
dies offered for m’eeting what is called 
the German competition, but it is safe 
to predict that they must in the long 
run fail, whilst we, a rich country, con- 
tinue the impossible task of trymg to 
compete successfully with a poor one m 
prices based upon an identical currency. 
Without being desirous of falling into a 
dogmatic strain, the conclusion seems in- 
evitable that such remedies will ultimately 
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shatter themselves against the rock of the 
gold currency. 

If Germany in a military sense has 
“ taken on the whole world,” Great Britam 
in the economic sense plays a similar 
r61e m consequence of her premier posi- 
tion as the richest nation m the world, 
coupled with her adherence to a gold 
standard. For the economic struggle is 
not confined to that with Germany. Every 
other nation, having gold as its standard, 
takes Its part. On every hand we have 
nsmg communities developing their own 
resources and finding work for their units 
of labour by doing their own manufac- 
turing.' Even our own colonies shower 
upon us the products of their labour, 
and aspire to make those thmgs for them- 
selves which previously the Mother Country 
made for them. 

* The somewhat startling announcement appeared in 
the Daily Expms of September 29, 19x5, that the 
Brusgaatd Steamship Company of Drammen, Norway, 
have ordered three steamers from China, which country for 
the first time in history thus becomes a competitor with 
European shipbuilders 
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If at this juncture the opportunity could 
be taken to shake free from the difficul- 
ties which the use of a commodity as 
currency creates, by adoptmg in its place 
a national, valueless currency. Great Britam 
would ensure to herself an impregnable 
economic position, both nationally and in- 
ternationally. And for those who delight 
to honour her for the moral grandeur 
of the reasons which led her to take 
the part she has m the present struggle, 
wider fields of admiration could be found 
when It was realized that she could lead 
the way m demonstratmg to other nations 
how, by means of such a currency, their 
mutual dependence could be divested of 
that commercial jealousy and hostility 
which eats as a canker mto the hearts 
of nations, eventually leadmg to strife and 
bloodshed. 

For a valueless currency w'ould estab- 
lish within her own borders true economic 
liberty. By means of it the present 
tangled skem of social and economic 
difficulties would unwmd with ease. Regu- 
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lation of the currency would allow the 
pnce of wheat to be maintained at a 
given level over an average of years. 
The stability thus secured would render 
possible a true theory of rent. This, 
implying as it does fixity of rent, fixity 
of tenure, and' a right to sub -let at a 
profit rental, is the open gate to the 
land. The land being freed, not by State 
purchase, nor by revolution, nor by the 
mjury of any one’s rights, but by a true 
economic process, Labour would have an 
alternative to 'wages, thus giving both to 
it and to the employers that economic 
freedom which to-day is vainly sought 
for by methods of force and compulsion. 
The alternative to wages would become 
the keystone to social amelioration and 
progress, and 'the buttressmg* fallacies of 
“ State help ” and “ charity ” would give 
place to the sturdy civilized self-mterest 
of every individual, and Government would 
assume its ^proper function of seeing only 
that justice was done between man and 
man m a State of individual freedom. 
Thus far nationally. 
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And internationally? With freedom be- 
commg mcreasmgly secure for every indi- 
vidual at home, as the field of human 
endeavour widens, so would the majesty 
of the new' conception of civilization 
assume its 'full and true proportions. The 
national commerce, spreading wider and 
wider throughout the international field, 
would no longer brmg in its tram to 
other nations a seeming menace of over- 
powermg 'dommancy. And, still more 
important to 'the nation that leads m this 
advancmg civilization, it would no longer 
view with jealousy, tmged, perhaps, by 
fear, the increasmg comttiercial develop- 
ment of other nations. 

For under the new conditions (speak- 
ing only for our oivn nation, now equipped 
with a national currency) it would be 
absolutely mevitable that a nation desirmg 
to sell to us the goods which we require 
would have to take m return an equiva- 
lent from us. Strange, indeed, that it 
should ever have seemed necessary for this 
need to have been avoided I But with 
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the fetters shaken off, it will readily be 
seen how wonderfully free trade would 
indeed become. For while there are 
nations which perhaps cannot take the 
‘goods we have to offer, but yet whose 
goods it is an advantage to us to have, 
there would come to birth that splendid 
factor lunderlymg the true political economy 
— VIZ. that each nation would bring to 
the common need those goods it is best 
fitted to produce, and a m'arvelbusly 
complex trade would result, which, in the 
end, would adjust the trade balance 
between ourselves and that country un- 
able to take what we have to offer. For 
the enterprismg commerce of our nation 
would open up channels of trade with 
countries whose goods we do not our- 
selves need, but who yet could take such 
goods as we have to supply, and tho,se 
goods would, in turn, be passed on to 
the other country which is unable to take 
what we offer, but yet whose needs are 
that we should take from them, As this 
far-reaching trade progresses the links will 
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be forged ever stronger, binding individuals 
in one country to individuals abroad. 
Ultimately, as the number of these de- 
pendent individuals multiply, it must result 
in the binding of nation to nation by the 
slender but firm bond of commerce. 

Under such a trade, the growing com- 
mercial power of other nations could be 
nothing but advantageous to ourselves, while 
the leadmg of them' up to a higher level 
of material civilization would ultimately 
realize the vision of the poet when he 
sang of the federation of the world. 

The protest which has here been entered 
agamst the struggle for gold is not merely 
the vampmgs of an overwrought moral 
sense. On the contrary, as has just been 
shown. It is backed by sound, hard- 
headed business reasons Any one making 
the effort to divest his mmd of pre- 
conceived notions, must see the folly 
of loading ourselves with this incubus, 
bowmg down inth slavish awe and 
reverence whenever the word is men- 
tioned, but at the same time trans- 



186 THE COMING SOEAP OP PAPER 

acting the day’s business on quite other 
principles If it were not so senous, 
one could wish thajt' a Gilbertian mind 
might arise and ridicule the nation out 
of Its threadbare theories 

Whether leaders realize it or not, it 
IS a supreme issue, and a heavy respon- 
sibility lies at this moment before the 
combined intelligence of this country, as 
to whether or not it will learn the prin- 
ciples of true civilization I It is not too 
much to say that it is an awful respon- 
sibility, for there is no alternative to their 
adoption if, as a nation, we desire 
growth and development on right lines. 
The rejection of the prmciples m’eans a 
temporary contmuance o-f national existence 
with the seeds withm it ever m'akmg for 
decay. The acceptance of them' gives to 
the country adopting them a power of 
future development, the ultimate bounds 
of which It IS impossible to foresee. 

If ever a nation stood' at the parting 
of the ways, where the paths of life 
and death meet, it is this nation now. 
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Let there be no mistake. There is no 
monopoly m thought. If the British 
nation will not learn, there is nothing 
to prevent other nations readjusting their 
economic base and eventually leading the 
car of true progress. At this moment 
the distinction belongs to the British 
nation that from its midst arose the 
thinker who, in the crucible of his mmd, 
reduced the prmciples of civilization to 
a reasoned statement for its acceptance. < 
Will the nation rise to the great oppor- 
tunity of translating mto action the thought 
of one of the noblest of her sons^ That 
is the question of the hour, and before 
the last reverberations of the guns on the 
Contment have ceased in the bloodiest 
war the world has ever seen, will the nation 
have found its answer ? 

* Cecil Balfour Fhipson, m his works entitled “The 
Redemption of Labour” and “The Science of Civil* 
ization ” 
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